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March 15, 2018
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Santa Monica Mountains Conservancy
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Department of Water Resources

Sacramento-San Joaquin Delta Conservancy

State Water Resources Control Board

California Department of Food and Agriculture

Ocean Protection Council

Issue 1 — The Drought, Water, Parks, Climate, Coaat Protection, and Outdoor Access for All

Act of 2017 (SB 5): Budget Change Proposals (BCPs)

Governor’'s Proposal. If voter-approved, the Governor’'s budget propasespend $1.02 billion in
SB 5 (de Leon), Chapter 852, Statutes of 2017, ionds for the first year of implementation. Ofghi
amount, the budget proposes to dedicate $123 milicclimate adaptation and resiliency programs.

The following table lists the programs proposedeteive SB 5 funding in FY 2018-19:

Department BCP Title Programs Opgrt'::i%ns ASI;?SCtgln ce %i%'gl Total PY
Habitat Restoration,
Baldwin Hills . Watershed
Conservancy Support and Local Assistance Protection, Park $0.135 $1.100 $0.000 $1.235 0.0
Improvements
California Corps Projects and Local . .
Conservation Corps Assistance Grants Habitat Restoration 5.183 4.567 0.000 9.750 7.0
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California
Department of Food . . Deferred
and Agriculture Fair Deferred Maintenance Maintenance 0.350 3.209 0.000 3.559 2.0
(CDFA)
. SWEEP and Healthy]
CDFA SWEEP and Healthy Soils Soils Program 1.048 26.404 0.000 27.45 7.0
California Tahoe Upper Truckee River and River and Marsh
Conservancy Marsh Restoration Project Restoration 0.000 0.000 3.200 3.200 0.0
Department of Working Lands and Riparian| Agricultural Land
Conservation Corridors Trusts 0.195 1.000 0.000 1.195 0.0
Implementation of California,
) Drought, Water, Parks,
Department of Fish Climate, Coastal Protection| River Restoration 1.574 22.060 0.000 23.6 10.5
and Wildlife
and Outdoor Access For
All Act of 2018
Department of
Forestry and Fire Urban Forestry Program Urban Forestry 1.070 13.555 0.000 14.63 4.0
Protection
Department of .
Safe Neighborhood Parks
Parks and Local Assistance Local Parks Grants 3.135 460.292 0.000 463.4 13.
Recreation
Department of State Park System Scoping, .
Parks and Planning and Redwood Park Maintenance 4.185 0.000 0.000 4.185 3.0
) . and Forestry
Recreation Reforestation
Regional
Department of Drought and Groundwater
Water Resources Investments Grour)dwa}t_er 15.500 46.250 0.000 61.75 6.0
Sustainability
Floodplain Management,
Department of - -
Water Resources | Protection and Risk Awareness Floods 2.000 0.000 0.000 2.000 0.0
Program
Department of Floodwater for Groundwater Groundwater
Water Resources Recharge recharge 2.500 0.000 0.000 2.500 0.0
Department of Multi-Benefit Flood
Water Resources Improvements Projects Floods 0.000 0.000 94.000 94.00 0.0
Department of Salton Sea Management
Water Resources Program Pha_se 1 Salton Sea 0.000 0.000 30.000 30.000 0.0
Implementation
Department of Urban Streams Restoration Urban Streams
Water Resources Program Restoration 0.537 0.000 0.000 0.537 0.0
Waterways,
Natural Resources|  Appropriations of SB 5 for Parkways, Multi-
Agency Agency Programs benefit Green 0.700 56.500 0.000 57.20 5.0
Infrastructure
CA Ocean Protection Council | Marine Wildlife
Ocean Protection | Advancing Ocean and Coastal .
; . Coastal Restoration 0.284 20.000 0.000 20.28 2.0
Council Health Prqc_luctwlty and and Management
Resiliency
Sacramento-San Economic Development in the
Joaquin Delta Delta P Delta 0.117 0.939 0.000 1.056 2.0
Conservancy
San Gabriel and Los Angeles River Watershed
Lower Los Angeles and Tributaries Support, Local
'\I}Ner and Assistance, and Capital Outlaly LA River 0.430 8.245 0.000 8.675 0.0
ountains ]
Allocations
Conservancy
Santa Monica .
; Los Angeles River Watershed .
Mountain and Tributaries LA River 0.300 8.375 0.000 8.675 0.0
Conservancy
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San Diego River SB 5 Local Assistance Grant . .
Conservancy Program San Diego River 0.050 0.000 0.000 0.050 1.0
. Watershed Improvement
Sierra Nevada . .
Conservancy ProgramF;a:gjtie ggnservancy Habitat Restoration 1.045 5.300 0.000 6.345 3.0
State Coastal Support and Local Assistance Coastal Restoration
Conservancy Appropriation and Management 0.191 4.872 0.000 5.063 15
o Drinking Water,
State Water ng?g%:i)r?;ghtc’:gg\ggr Groundwater
Resources Control Protection, and Outdoor Treatment, 1.330 145.920 0.000 147.3 10.0
Board Access for All Act of 2018 Groundwater
Sustainability
Wildlife Lower American River
) Conservancy and Conservatign Habitat Restoration 0.853 20.000 0.000 20.85 5.0
Conservation Board Project Grant Programs
Department of
Parks and Statewide bond costs Bond Management  0.747 0.000 0.000 0.747 5.0
Recreation
Natuz\é;isyources Statewide bond costs Bond Management  0.426 0.000 0.000 0.426 2.0
Department of .
Water Resources Statewide bond costs Bond Management  0.188 0.000 0.000 0.188 1.0
* Source: Legislative Analyst's Office $44.1 $848.6 $127.2 $1,019.9 90.0

For more detail for each of the BCPs listed abav@immary of each of these proposals is as follows:

1.

CNRA: Appropriations of SB 5 funds for Agency Progms. Requests $57.2 million in support
and local assistance from SB 5 in FY 2018-19, awel iew permanent positions. The requested
funding is allocated in the bond act, as specifiedorovide various conservation, recreation,
restoration, and multi-benefit greening and waterservation projects.

CNRA: Bonds and Grant Unit. Requests to make six long-term limited positionsnanent
within the Bonds and Grants Unit at CNRA. The fungdfor these positions is in the Agency’s
baseline budget and comes from Proposition 1, Ribpo 84, and the Greenhouse Gas Reduction
Fund.

CNRA: California Ocean Protection Council — SB 5d&ancing Ocean and Coastal Health,
Productivity, and Resiliency.Requests to appropriate $20.284 million from SBdnd Funds to
the California Ocean Protection Trust Fund to paleveritical support for projects that maintain
and advance healthy, resilient, and productive maaal coastal ecosystems for the benefit of
current and future generations.

CNRA, Department of Parks and Recreation, and Dejpaent of Water Resources: Lifetime
Statewide Bond Costs for SB 2NRA, Department of Parks and Recreation, andggartment
of Water Resources request first year staffing familing needs of eight positions and $1.362
million in bond funding.

California Tahoe Conservancy: Upper Truckee Rivaend Marsh Restoration ProjectRequests

a total of $9.07 million for the construction phast the Upper Truckee River and Marsh

Restoration Project. The project will restore maltiprocesses and functions of Conservancy-
owned or controlled lands within the Upper TruckBéver Marsh. The purpose of the

improvements is to enhance the area’s ecologichlesaand water filtering capacity, with a
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complimentary and appropriate level of recreatigmaistructure. The total cost estimate is $10.37
million. This request also includes a reversior$df709 million from the unencumbered balances
of various appropriations from FY 2014-15 throughZ017-18.

6. California Conservation Corps: Corps Projects ahacal Assistance Grants.Requests $9.75
million in bond funding for FY 2018-19 and severspions for program delivery and planning and
monitoring activities. The funding would be usedtovide over 150,000 annual hours in projects
to enhance and restore state parkways, and ademi$igt567 million in grants to certified local
conservation corps.

7. Department of Conservation: Working Lands and Rijen Corridors. Requests $1.195 million
for FY 2018-19 to build agricultural land trust e&fty.

8. Department of Forestry and Fire Protection:Urban Forestry Program. Requests one-time
funding of $14.6 million in FY 2018-19 to provideban forestry projects.

9. Department of Fish and Wildlife: Implementation of SB 5. Requests $23.5 million for local
assistance and state operations to support compegitants and the redirection of 10.5 existing
positions, currently supported with expiring bon@may and other funds, to implement SB 5.
Authorization of the request would allow the depemt to support a variety of projects, which
include climate change adaptation, protecting asstoring rivers and streams, and improving
conditions for fish and wildlife.

10.Wildlife Conservation Board: Lower American River Conservancy and Conservatioroject
Grant Programs. Requests a FY 2018-19 state operations appropriatithe amount of $853,000
and five PY position authority to implement the Bgable statutory requirements resulting from
SB 5. The board is further requesting $20 millioriunding which may be used for either capital
outlay or local assistance to implement new programspecified in SB 5.

11. State Coastal Conservancytocal Assistance and State Operations FundingRequests a local
assistance appropriation of $4.872 million, anduppsrt (state operations) appropriation of
$191,000 in FY 2018-19 pursuant to Chapters 9 foceay, and coastal protection) and 10
(climate preparedness, habitat resiliency, resoardeancement, and innovation) of SB 5 and
consistent with the Conservancy'’s rollout plan.e Bapport appropriation will include $130,000 of
planning and monitoring funding and $61,000 of pamg administration. The Conservancy also
requests 1.5 new permanent, full-time positiongriplement the SB 5 programs, one new Staff
Services Analyst and one-half a of a ConservanojeBr Development Analyst.

12.Department of Parks and Recreation (Parks)Safe Neighborhood Parks Local Assistance.
Requests a one-time increase of $3.135 million dopport and $460.292 million for local
assistance in FY 2018-19. This proposal requestdifig for program delivery staff to manage
and oversee several SB 5 grant programs. Parkspatés the need for $3.135 million and 13
positions in the first year.

13.Parks: State Park System Scoping, Planning and RedwoodoRestation. Requests a one-time
increase of $4.185 million and three positions Yh2018-19 to undertake scoping and planning for
critical State Park System projects and for aaaitredwood reforestation partnership.
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14.Santa Monica Mountains Conservancy: Los Angelesv&® Watershed and Tributaries.

Requests appropriation of $300,000 state operatiand $8.375 million local assistance.
Additionally, the Conservancy requests the locaistance funds be available for encumbrance
and expenditure until June 30, 2020. Funds willused for the implementation of the Santa
Monica Mountains Comprehensive Plan, the Rim of \lafley Trails Corridor master Plan, the
Los Angeles County River Master Plan, the San @aland Los Angeles Rivers Watershed and
Open Space Plan, and to further cooperation withligovernments in the region to secure open
space and parkland, to expand efforts to integratere into the urban environment and to expand
education, public access, and resource stewardasimyponents in a manner that best serves the
public, protects habitat and provides recreatiopgortunities.

15.San Gabriel and Lower Los Angeles River and MoumtsiConservancy: Los Angeles River
Watershed and Tributaries. Requests $8.675 million with allocations for stafgerations and
$8.245 million for local assistance in FY 2018-D9biegin implementation of projects consistent
with SB 5 and the Watershed and Open Space Plahdd@an Gabriel and Los Angeles Rivers.

16.Baldwin Hills Conservancy: Support and Local Assistance.Requests $1 million for local
assistance grants and $135,000 for state operatiombe appropriations will support the
Conservancy’s mission, in particular by continuitg) watershed protection, habitat restoration,
acquisition and park improvements in the BallonagRfBaldwin Hills Watershed and support an
existing Park and Recreation Specialist position.

17.San Diego River Conservancy:Appropriation for Program Delivery. Requests $50,000 for

program delivery in FY 2018-19 in order to supptite Conservancy’s implementation of its
statutory authorization, mission and strategic ptan particular, by continuing to conserve land,
offer outdoor recreation and provide public accésstrails and other open space, outdoor
recreation and public educational opportunitiesiglthe San Diego River watershed. The request
will provide funding for one new position to supponplementation of the local assistance grants
program. It is anticipated that grant funds wél @warded over a 9-year period beginning with FY
2019-20 and that ongoing administration will congrthrough FY 2029-30.

18.Sierra Nevada Conservancy:Watershed Improvement Program and Conservancy Pectge
Requests $6.4 million and three positions to im@emSB 5. Specific appropriations are
requested as follows: a) $5.3 million for locasiagance for grants to support the Sierra Nevada
Watershed Improvement Program; b) $260,000 for namgdelivery; and, c) $785,000 for
planning and monitoring.

19. Department of Water Resources (DWR): Drought and Groundwater Investments. Requests
one-time funding for 6.0 positions and $61.8 millifmr drought and groundwater investments to
achieve regional sustainability. DWR also requadiso-year extended encumbrance for the local
assistance funds.

20.DWR: Floodplain Management, Protection and Risk AwarerseBrogram. Requests a one-time
appropriation of $2 million in state operations begin implementation of the Floodplain
Management, Protection and Risk Awareness Progranprotect people and property in
California’s alluvial fan, coastal and riverine didplains.

21.DWR: Floodwater for Groundwater Recharge.Requests a one-time appropriation of $2.5
million in state operations to conduct strategianpling, identify data gaps, and develop tools
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necessary to prepare a statewide plan to use flakedvior managed aquifer recharge and support
sustainable water resources.

22.DWR: Multi-Benefit Flood Improvement Projects Requests a total of $94 million for FY 2018-
19 to implement multi-benefit flood improvement jeis. This request will support existing staff
and contract work needed to carry out the projects.

23.DWR: Salton Sea Management Program Phase 1 ImplementatidRequests $30 million in

Reimbursement Authority ($23.9 million in capitaitay and $6.1 million in state operations).
DWR will be reimbursed from CNRA appropriation fro8B 5. The authority will be used to
construct water management infrastructure and dabdnservation and dust mitigation projects
pursuant to the CNRA Salton Sea Management Pha€eyear Plan and required by the State
Water Resources Control Board Stipulated Order VAR(AR-0013. The reimbursement authority
will provide DWR the resources needed to implentéet design, construction, and construction
management for the 1,000 acres of aquatic hahistt/chitigation and construct water supply
infrastructure required for the full implementatioh the Salton Sea Management Program Plan
and support 13 existing full-time equivalent pasis.

24.DWR: Urban Streams Restoration ProgranRequests a one-time appropriation of $537,000 in
state operations to support the Urban Streams Rdisto Program. Funds will support 2.1
existing positions to provide technical assistaawte to develop grant solicitations.

25.Sacramento-San Joaquin Delta Conservancy: Econorbievelopment in the Delta.Requests
two positions and $1.1 million to begin implemeitatof SB 5.

26.State Water Resources Control Board: California @rght, Water, Parks, Climate, Coastal
Protection, and Outdoor Access for All Act of 201&equests $147,300,000 in budget authority
and 10 positions to administer the programs anchpgrojects authorized by SB 5 and requests
the local assistance funds be available for amebei® encumbrance period of two years.

27.California Department of Food and Agriculture (CDFA Fair Deferred Maintenance Program.
Requests $3.559 million and two positions for FY1&19 to begin providing deferred
maintenance support to the Network of California$-and requests budget bill language to make
this funding available, for encumbrance or expenditfor two years through June 30, 2020. This
will provide more fairs more opportunities to geater self-sustaining revenue and safer facilities
for the public during events and the emergency guersl who utilize the fairgrounds during
catastrophic events such as earthquakes, wildaresfloods.

28.CDFA: State Water Efficiency and Enhancement Program ardealthy Soils Program.
Requests $27.452 million and seven positions in20¥8-19 to award, administer, and monitor
$17.8 million in State Water Efficiency and Enhameat Program grants and $8.604 million in
Healthy Soils Program grants; and requests budtjéamguage to make this funding available, for
encumbrance or expenditure, for two years throwgpe B0, 2020.

Overall, the Governor’s proposed spending plarSiBr5 moneys in FY 2018-19 is consistent with the
parameters set forth in SB 5.

Background. SB 5 (de Leon), Chapter 852, Statutes of 2017, ldsthed the Drought, Water, Parks,
Climate, Coastal Protection, and Outdoor Access fdf Act of 2017 (SB 5).SB 5 allocates a total of
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$4.1 billion — $4 billion of which is new bond aotity and the remaining $100 million will be
redirected from unsold bonds previously approvepaatsof Propositions 1, 40, and 84. SB 5 is subjec
to voter approval and has been placed on the Jut [zallot as Proposition 68.

SB 5 includes the following purposes and accompangimounts:

SB 5 FUNDING ALLOCATIONS
Cﬁri)?er Purpose (i)r?‘ mﬁﬁ)
2 Investments in environmental and social equithamcing disadvantaged communities $725
3 Investments in protecting, enhancing, and acegdstcal and regional outdoor spaces 285
4 Restoration, preservation, and protection oftegsstate park facilities and units 218
5 Trails and greenway investments 30
6 Rural recreation, tourism, and economic enrichrirerestment 25
7 Grants pursuant to the California River Parkways @&@004 and the Urban Streams 162
Restoration Program
8 To the state conservancies, Wildlife Conservatioar, CNRA, and the Salton Sea 767
Authority for specified purposes
9 Ocean, bay, and coastal protection 175
10 Climate preparedness, habitat resiliency, resoenhancement, and innovation 443
11 Clean drinking water and drought preparedness 250
11.1 Groundwater sustainability 80
11.5 Flood protection and repair 550
11.6 Regional sustainability for drought and grouatkr, and water recycling 390
TOTAL $4,100

Of the $4.1 billion bond, the Governor proposesgend $1.02 billion in the FY 2018-19 budget.

Past Natural Resources BondSince 2000, multiple general obligation bonds, ltaggapproximately
$27 billion, have been approved and provide fundimgpurposes similar to SB 5, including the
following:

RESOURCES GENERAL OBLIGATION BONDS SINCE 2000
o Amount
Pr(()\r;g;t;on Purpose Authorized
(in Billions)

12 (2000) Parks and natural resources protection $2.1

13 (2000) Safe drinking water, water quality, flomtection, and water reliability projects 1.9*

40 (2002) Development, restoration, and acquisition of sgatd local parks, recreation areas and 26
historical resources, and for land, air, and watgrservation programs '
CALFED Bay-Delta Program projects including urbandaagricultural water use
efficiency projects; grants and loans to reduceo@mlo River water use; purchasing,

50 (2002) protecting and restoring coastal wetlands nearrudsaas; competitive grants for water 3.3
management and water quality improvement projetgsglopment of river parkways; '
improved security for state, local and regional ewasystems; and grants for
desalination and drinking water disinfecting praogec
Rebuild and repair California’s most vulnerableoffocontrol structures to protett

1E (2006) homes and prevent Ioss of life from rood-reIatéslae?ter_s, including levee failures, 4.0%
flash floods, and mudslides, and to protect Caiifs drinking water supply system by '
rebuilding delta levees that are vulnerable toheprakes and storms
Safe drinking water, water quality and supply, @ocontrol, waterway and natural

84 (2006) resource protection, water pollution and contanmmatontrol, state and local park 5.3*
improvements, public access to natural resourcebyater conservation efforts

1 (2014) Ecosystem and watershed protection and restorati@ater supply infrastructure 75
projects, including surface and groundwater stgragd drinking water protection '
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TOTAL | $26.7
* Reflects amounauthorizedy voters adjusted by Proposition 1 (2014), whigdllocated some previously approved bonds forrgibigoses.

These past resources bonds have been expendedamdbered to varying degrees (as of June 2017),
but still have unencumbered moneys available farréuspending, as follows:

ENCUMBERED & UNENCUMBERED PORTIONS OF
RESOURCES BONDS SINCE 2000
Percentage of Bond
Bonds since 2000 Exper?ded & AIEUITEY 2Bl
Unencumbered
Encumbered

Proposition 1 10% $6,765,091,000
Proposition 1E 76 971,254,856
Proposition 84 87 695,380,797
Proposition 50 95 181,223,896
Proposition 40 95 139,227,968
Proposition 13 91 184,919,878
Proposition 12 99 13,896,654

TOTAL 67% $8,950,995,049

Although two-thirds of moneys from resources bomgproved by voters since 2000 have been
expended and encumbered, almost $9 billion remaémecumbered. SB 5 would add an additional $4
billion, for a total of approximately $13 billiomigeneral obligation bonds available for natural
resources and environmental protection purposes.

Legislative Analyst’'s Office (LAO). Reasonable Approach to Implementing First Year of
Funding. Overall, LAO finds that the Administration’s SBfinding plan for 2018-19 is reasonable.
While departments are proposing to spend hundréasilibons of dollars in the budget year, they
generally have targeted this spending towards progrthat are likely to be successfully implemented
this first year. This includes focusing on granbgrmams for which administering departments are
confident that they can develop grant guidelines myake awards before the end of the budget year,
such as when the funding supports existing or téceactive grant programs. In addition, some
spending is targeted towards more narrowly defistate purposes, such as implementing the Salton
Sea Management Plan. For new programs authorizetthdoypond, the Administration generally is
requesting funding for administrative positionsttmaould be responsible for developing program
guidelines during the budget year.

LAO also notes that in most cases, local assistandecapital outlay funding is targeted to programs
where prior bond funds largely have already beeentspr committed to projects, leaving little
available for new projects absent this proposat. &@mple, the proposal would provide $47 million
for DWR to offer another round of grants to locabwgndwater agencies that are in the process of
developing plans to help implement the SustainaBleundwater Management Act (SGMA).
Proposition 1 (2014) provided such support to sagencies; however, those grants have been fully
allocated and not every local agency received fundi

Notably, there are a number of programs in SB 5afbich the administration is not requesting any
resources for 2018-19, including for projects omadstrative support. This includes some programs
with relatively large amounts of funding authorized SB 5, such as for multibenefit projects to
implement voluntary agreements that improve stre@nditions for fish ($200 million), water

recycling projects ($80 million), and coastal waltexds restoration ($64 million). Based on LAO’s
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review; however, the Administration has a reasomafationale for delaying spending on these
programs. In some cases, it could be prematurgpoopriate spending in the budget year because
program details and planning will need more timeb® developed (such as for the voluntary
agreements), and in other cases previously appriwets remain available (such as water recycling
funds in Proposition 1).

Long-Term Funding Plan Not IdentifiedWhile the budget-year plan appears reasonable, the
Administration has not identified a spending plan $ubsequent years. Therefore, it is unclear when
the Administration expects to begin funding progsaimat are not proposed to receive project funding
in the budget year. It is also unclear how manyyehe Administration thinks it will take to fully
appropriate all of the funds.

Additional Scrutiny Needed for Some Proposal$fiough the budget-year proposals generally seem
reasonable, LAO has identified a couple of proposhht raise specific concerns. These proposals
include:

- DWR Flood Control ProjectsThe Administration proposes $94 million for floo@ntrol
projects. However, the proposal by DWR does noti§pevhich projects will be funded,
denying the Legislature the ability to provide stiéfnt oversight over how these funds will be
spent. The state’s flood management infrastrudtasebillions of dollars of needed renovations
and improvements according to various reports, iargdunclear which of those needs will be
targeted by the proposed funding.

- DFW Competitive Grant Programs he budget plan proposes a total of $14 million tfeo
grant programs related to habitat restoration anpraving conditions for fish and wildlife.
However, the proposed budget already includes $i2®@mfrom Proposition 1 for similar
DFW activities, and there remains $179 million theority from that bond that has not yet
been committed for these types of projects. Attthee of this analysis, the department was
unable to explain why the SB 5 funding plan incldidg@propriations for these programs when
there were still outstanding funds available framotaer bond.

High-Priority Projects Might Lack Funding if VotersReject SBb. The Legislature will not know
until close to its constitutional deadline to p#ss state budget whether voters have approved SB 5.
Despite this uncertainty, LAO thinks it is appr@be that the Governor has included these proposals
his January budget because doing so allows thesladgie several months to review the proposals and
ensure that the spending plan is consistent watpribrities. However, should the bond measuretdail
pass, the Legislature might be faced with decisaly®ut whether it wants to find alternative funding
sources for certain programs with little time befdhe constitutional budget deadline to explore its
options. Considering potential alternative fundgsoyrces might be especially important for programs
where (1) the state has an obligation to providel$u(such as for the Salton Sea Management Plan),
(2) the state could face long-term financial cafsiisdoes not make certain investments (such dken
case of maintaining flood management or other stiftecture), or (3) additional funding might be key
to successful execution of a statewide prioritycfsas support for local implementation of SGMA).
Some existing programs might be able to utilize pasding sources. For example, the Urban Forestry
Program is supported in the current year with thee@Bhouse Gas Reduction Fund (GGRF). Other
programs, however, rely on nearly exhausted bomdisuand would need a new fund source to
continue.

LAO Recommendations. Approve Proposals With a Couple Modificationd.AO recommends
approval of most of the Administration’s SB 5 funglirequests and associated positions. However,
based on its review of the proposals, LAO recommaéhd following two modifications:
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- Budget Bill Language Specifying Flood ProjectsLAO recommends that the Legislature
direct DWR to report at budget hearings on whicéc#ir flood management projects will be
funded in the budget year. Based on this inforomattas well as an assessment of its
own priorities—LAO recommends that the Legislatadopt budget bill language that would
schedule the proposed flood funding by project.

+ Replace SB Funds With Proposition 1 Funding for Two DFW GranPrograms. LAO
recommends reducing DFW’s allocation from SB 5 by4 $illion and increasing its
appropriation from Proposition 1 by an equivalemoant. This will be more consistent with
the administration’s broader approach to allocativgfirst year of SB 5 funding. Moreover, it
will be administratively more efficient for the dampment to operate one set of bond programs
related to habitat restoration and improving caodg for fish and wildlife, rather than
simultaneously administering parallel programs frdifferent bonds.

Report at Budget Hearings on Long-Term Funding PlanLAO recommends that the Legislature
direct the Administration to report at budget hegsi on its longer-term strategy for expending
SB 5 funds. Doing so would give the Legislaturbetter sense of when programs not proposed for
funding in 2018-19 would be implemented and howgltime Administration proposes taking to fully
allocate bond funding.

Consider Budget-Year Priorities and Alternative Fding if SB5 Fails. LAO notes that the
Legislature might wish to consider whether there @rtain programs funded in SB 5 that would be
high enough priorities to fund from other sourckeewdd SB 5 fail. This could involve, for example,
the budget subcommittees identifying an alternatiuedget approach for specific programs—
including funding amounts and sources—that coulddb@pted in June if the proposition fails. Aside
from the General Fund, whether an alternative faadrce could be used for a particular program
would probably depend on the allowable uses of tiiatl. In addition, the use of alternative fund
sources generally would involve the trade-off of having those funds available for other purposes.

Staff Comments. State Responsibilities and ObligationSB 5 is required to go to the voters for
approval in June of this year. Although the Govembudget anticipates the passage of this general
obligation bond, the budget includes activitiegm@ssibilities that the state would still be obligatto
perform/fulfill regardless of whether the SB 5 bas@pproved.

For example, DWR requests $30 million in SB 5 fumgdfor the Salton Sea Management Program,
which is estimated to cost a total of $383 milli@n March 16, 2017, CNRA released its 10-year plan
for various actions, such as habitat and dust atiig projects, at the Salton Sea. The Sea’s water
level is currently maintained primarily by agriauial runoff, which, by existing agreement — the
Quantification Settlement Agreement (QSA) — starbeshg reduced in 2017. Without significant
restoration efforts, the QSA water transfers whdty implemented are highly likely to result in the
collapse of the Sea’s ecosystem over the next 20 fgears.

Another example of SB 5 funding for state respahséds is a BCP entitled, “Multi-Benefit Flood
Improvement Projects (SB 5).” DWR requests a tofa$94 billion in SB 5 moneys to implement
multi-benefit flood improvement projects to suppexisting staff and contract work needed to carry
out projects. The BCP includes State Plan of FlGaatrol (SPFC) facility improvements such as
replacement of aging infrastructures, making urdgenteeded repairs to existing structures, and
improving system capacity. In 2003, a state apgelk@urt found the state responsible for a SPFC
levee failure along the Yuba River (this case iswemwnly referred to as thieaternodecision). The
state eventually reached a settlement paying $4@84omto nearly 3,000 plaintiffs.Paterno
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established a new standard for the state’s floalility and makes it possible that the state could
ultimately be held responsible for the structunéégrity ofall SPFC facilities.

If SB 5 is not approved by the voters in June, @stjon arises as to what alternative funding saurce
are available to ensure that the state fulfillg@sponsibilities and obligations, such as the omed
above.

The State’s DebtThe Governor's Budget Summary states, “[E]Jconompansions do not last
forever. In the post-war period, the average expanisas lasted about five years. By the end of the
2018-19 fiscal year, the expansion will have madctiee longest in modern history a moderate
recession will drop state revenues by over $2@obilannually for several years.” (Governor's Budget
Summary — 2018-19, page 3.) Regardless of the anwdurvenue coming in, the state still must pay
the debt it has incurred. As mentioned above, dehtice is a significant General Fund expenditure —
The state pays just under $6 billion in debt sendarrently and is expected to possibly reach $7.3
billion in 2025-26.

When considering the $1.02 billion worth of progegaut forth by the Governor using SB 5 moneys,

the Legislature may wish to consider whether tH&S®s are commensurate to its priorities to ensure
that they merit adding to the state’s debt overnbgt few decades. In a nutshell, will a proposal

utilizing SB 5 moneys give the state the biggesigofar its buck and the interest that it must payt@

Questions. The Legislature may wish to ask the Administnatiloe following:
1) How would the projects be prioritized for alterwatfunding should SB 5 fail?
2) Is there an alternative funding plan for any of pheposed projects?

3) Is there a longer term plan being developed beyoadirst year?

Staff recommendation Hold open.
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0540 Secretary of the Natural Resources Agency

| Overview

The mission of the California Natural Resources aye(CNRA) is to restore, protect and manage the
state's natural, historical and cultural resourf@scurrent and future generations using creative
approaches and solutions based on science, calamorand respect for all involved communities.
The CNRA Secretary, a member of the Governor'snedpisets the policies and coordinates the
environmental preservation and restoration acigitvf 26 various departments, boards, commissions
and conservancies, and directly administers the Gemt Program, Ocean Protection Council,
California Environmental Quality Act, Environment&nhancement Mitigation Program, River
Parkways, Urban Greening, and the California Caltand Historical Endowment grant programs.

CNRA consists of the departments of Forestry amd Protection, Conservation, Fish and Wildlife,
Parks and Recreation, and Water Resources; théoai Conservation Corps; Exposition Park;
California Science Center; California African Anmean Museum; the State Lands Commission; the
Colorado River Board; the San Francisco Bay Comdienv and Development Commission; the
Energy Resources Conservation and Development Cssionj the Wildlife Conservation Board; the
Delta Protection Commission; the California Coa§tainmission; the State Coastal Conservancy; the
California Tahoe Conservancy; the Santa Monica Maine Conservancy; the Coachella Valley
Mountains Conservancy; the San Joaquin River Cuarsey; the San Gabriel and Lower Los Angeles
Rivers and Mountains Conservancy; the Baldwin Hi®nservancy; the San Diego River
Conservancy; the Sierra Nevada Conservancy; thea®anto-San Joaquin Delta Conservancy; the
Native American Heritage Commission; and the Spétgsources Program.

CNRA's proposed budget is $155.262 million, whiepnesents a 53.5 percent decrease in expenditure
from last year. Most of CNRA'’s budget is compris#dspecial funds, with $4.86 million in General
Fund.

Issue 2 — Environmental License Plate Fund (ELPF)

Governor’s Proposals.

» California Ocean Protection Council — Ocean Resiligcy Program. The Governor’s budget
proposes to appropriate $15 million of Environméhiaense Plate Funds to the California
Ocean Protection Trust Fund to address the thadatimate change on coastal and marine
ecosystems (and the communities that rely on theyn)supporting projects that do the
following: advance understanding of the impactsclinate change on coastal and ocean
ecosystems; support adaptation strategies to addsea-level rise and changing ocean
conditions such as ocean acidification and hypoamat build broader ecosystem resilience by
improving ocean health; and, allowing marine lifedahabitats to better withstand climate
change impacts.

* Natural Resources Conservation Project Monitoring lPogram. The budget proposes
$700,000 ongoing in Environmental License Plate d~{ELPF) and four positions to
administer a project monitoring program within tAgency. The program will conduct
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ongoing compliance monitoring of projects funded Hye Agency departments and
conservancies.

Background. Environmental License Plate Fund (ELPF)The ELPF was established to provide
funding to various environmental programs through EPP at the state and local level. The amount of
funding available is dependent upon the numbeedam specialty license plates sold and maintained
in the state. Traditionally, the fund has been calted to natural resource programs. The main
priorities of the ELPF, as designated by PublicdReses Code 21190, include:

The control and abatement of air pollution.

Acquisition, preservation, and restoration of egatal reserves.

Environmental education, including formal schoobgmams and informal public education
programs.

Protection of nongame species and threatened alahgared plants and animals.

Protection, enhancement, and restoration of fishvatdlife habitat.

Purchase of real property for state and local parks

Reduction or minimization of soil erosion and seelrindischarge into Lake Tahoe.

In addition to these, SB 861 (Committee on Budg€bhapter 35, Statutes of 2014, added
climate assessment to the eligible list of priesti

wnN e

©~NOOA

The fund supports activities in more than 20 stdepartments, boards, conservancies, and
commissions.

In the past, the Administration had identified austural deficit in ELPF. In FY 2016-17, LAO
estimated that the fund had an underlying strutueéicit of about $9 million annually. The defici
was primarily caused by: (a) slower-than-expectexvth in revenues from the sales of personalized
license plates since the early 2000s (and even sieciges in more recent years) and (b) increases i
expenditures in the mid-2010’s due to rising empygompensation and administrative costs.

However, this year, ELPF increased $9.6 millionréwenues, primarily due to the new black and
yellow legacy plates. There are over 230,000 legdates on the road and if that stays constant or
increases the fund will continue to see a highegllef revenue from annual renewals. As a resos,
Administration states that the fund shows a hedtdgnce going forward.

Ocean Protection Council (OPC)OPC was created in 2004 by the California Oceatektion Act

to integrate and coordinate the state's laws asiitutions responsible for protecting and consegyvin
ocean resources, including coastal waters and oeeasystems. OPC incorporates ecosystem
perspectives into the management of coastal anaho@sources using sound science, with a priority
of protecting, conserving, and restoring coastadl asean ecosystems. OPC is also legislatively
mandated to "coordinate governance and stewardshige state's ocean, to identify priorities, badg
existing gaps, and ensure effective and scienlificaund approaches to protecting and conserving
the most important ocean resources.

OPC'’s Strategic Plan for 2012 — 2017 proposes mdtia@reas of critical need and highlights a focus
on five areas: 1) science-based decision makinglidate change, 3) sustainable fisheries and maarin
ecosystems, 4) coastal and ocean impacts fromdased sources, and 5) existing and emerging ocean
uses.
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Staff Comment. Both of the Governor's budget proposals have meklbwever, as noted earlier,
prior to the current FY, ELPF faced a structurdiaie The new uses of ELPF may raise cautious
concern because the fund was only recently balantéé balance of the fund may be tenuous in the
long-run if purchases of the legacy plates fade ¢imee and there is not a new one that replaces its
popularity.

Staff Recommendation. Approve as budgeted.
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Issue 3 — Information Security Operations |

Governor’s Proposal. The Governor's budget requests $2,916,000 fronmowsirfunds ($1,778,000
one-time, $1,138,000 ongoing) and six positionsdtablish a new Security Operations Center (SOC)
to address information security and cyber secuwiterabilities and threats. SOC would provide
service and support for all CNRA’s departments, @ossions, conservancies, and boards that require
information security operational activities to @ot and secure critical information, systems, and
infrastructure assets.

Background. Information Technology at CNRA. CNRA consists of thirty organizations

(departments, commissions, conservancies, and $oaisich have a total of 21,000 employees in
over 1,000 locations throughout the state. The roegdions’ size ranges from large (i.e. CalFire,
Department of Water Resources, Parks and Recresatieish and Wildlife) to small (i.e. Delta

Protection, Native American Heritage, and Sacram&an Joaquin Delta Conservancy).

In the last six years, CNRA organizations have egpd their use of information technology to help
achieve their mission objectives and to effectiyedyform various program areas activities and tasks
CNRA organizations have utilized technology advansach as private and public cloud services,
virtualization technologies, software as a serviaed platform as a service. In addition, CRNA
organizations have deployed numerous specializgthtdogy solutions related to areas such as, but
not limited to: water management, energy managememiergency and response management,
conservation, oil and gas, land management, regreatanagement, engineering, and environmental
science. Many of the CNRA organizations do not hadependent technology resources and rely on
the Agency to provide technology services and sttppo

Data Centers Vary in Levels of SecuritNRA currently maintains a Tier Ill Data center dissy all

of the Agency’s organizations. A data center isaaility used to house computer systems and
associated components, such as telecommunicatmmhstarage systems. It generally includes backup
power supplies, redundant data communications adioms, environmental controls (e.g. air
conditioning, fire suppression) and various segutgvices. A large data center is an industrialesca
operation using as much electricity as a small town

Data centers are categorized in four levels, os tigased upon the availability of data procesHioig

the hardware at a location. The higher the Tieellethe greater the expected availability. The Data
Center Tier 4 is considered the most robust anst Ipeone to failures. Tier 4 is designed to host
mission critical servers and computer systems, \ully redundant subsystems (cooling, power,
network links, storage etc.) and compartmentaligedurity zones controlled by biometric access
controls methods. This is in contrast to Tier &, simplest data center typically used by smallrioess

or shops. The overall CNRA technology environmaarisist of: A Tier Il Data Center, 6,000 virtual
servers, 11 petabytes of data, 800 websites, 3®&006devices (PCs, workstations, laptops, tables),
3,500 applications/software products, and roughdp@ sensors.

Increase in Data Breaches and Cyber-Attaclk®ecent information security assessments condasted
required by the State Administrative Manual 530&nd 5305.2 reveals that the majority of CNRA
organizations are unable to implement and mairtanproper level of security control required and
therefore are not or just partial in compliancehvatate, federal, and industry regulation and pesic
In addition, information security incidents haveem due to lack of the proper level of securitytaan
across the CNRA organizations.
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Over the last 12-month period the CNRA Data Centartrusion monitoring logs, reflect over
4,000,000 cyber-security hack attempts and probemfrastructure vulnerabilities to network/system
security. This number increases exponentially ewang new systems, applications, services, and
devices are added to the overall CNRA technologyg-ssstem. As automation becomes more
prevalent, high-risk system and confidential infatimn maintained and entrusted to CNRA
organizations can become more vulnerable to comigemin addition, CNRA organizations
information and cyber security incidents have iasesl by 22 percent over the last year. To mitigate
the ever-increasing trend reflected in cyberatiackdent reports, security staff and resourceslg)oo
are required to effectively combat the attempteshbines on security and privacy, which continue to
increase in complexity and sophistication.

Staff Comments. Previous IT Projects. A 2015 report by the State Auditor revealed thdif@aia

has a history of failed IT projects. Between 199% #2013, for example, the state terminated
or suspended seven IT projects after spending al#iokillion. In the State Auditor’'s September 2013
assessment of high-risk issues the state and cexgancies face, the assessment concluded that base
on the high costs of certain projects and the ffaibf others, the state’s oversight of IT projedttsuld
remain designated as an area of ongoing concerivenGhe increasing reliance on information
technologies and CNRA's level of security riskwibuld be prudent to provide CNRA resources to
proactively mitigate security vulnerabilities arespond to cyber-security attacks for the Agency and
all its organizations entities. However, it is ionfant to have proper oversight procedures in place
ensure execution of the project goes as intend@dquestion may arise as to how CNRA intends to
ensure proper oversight and execution of the projec

California Department of Technology (CDT)According to CDT, the department “is the guardin
public data, a leader in IT services and soluti@mgl has broad responsibility and authority over al
aspects of technology in California state governmertiuding: policy information, inter-agency
coordination, IT project oversight, information gaty, technology service delivery, and advocacy.”
The BCP is silent as to whether CDT has any involet in establishing a new Security Operations
Center as proposed. Considering that CDT has beasldority and authority over all aspects of
technology in the state government, including infation security, a question may arise as to what ar
the role and responsibilities of CDT in this progi@s

Staff Recommendation. Hold open.
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3600 Department of Fish and Wildlife (DFW)

| Overview

DFW is responsible for promoting and regulating tinenting of game species, promoting and
regulating recreational and commercial fishing, @ndtecting California’s fish and wildlife for the

public trust. The department manages over oneanilkcres of public land including ecological
reserves, wildlife management areas, and hatchinesghout the state.

Activities Conducted by the Department of Fish and Wildlife

2017-18 (Dollars in Millions)

Authorized

Category Funding Positions Description

Biodiversity Conservation $266.5 712.7 Conduct activities to conserve, protect, manage, and restore
fish, wildlife, native plants, and habitat.

Hunting, Fishing, and 101.4 355.3 Facilitate sustainable hunting, fishing (recreational and

Public Use commercial), and trapping by conserving and managing
game species.

Enforcement 91.0 458.8 Enforce compliance with laws and regulations, investigate
habitat destruction and pollution incidents, and investigate
illegal commercialization of wildlife.

Management of 90.6 3234 Manage hatcheries, wildlife areas, ecological reserves, fish

Department Lands and and wildlife laboratories, and public access areas.

Facilities

Spill Prevention and 44.3 236.4 Prevent damage, minimize impacts, and restore and

Response rehabilitate fish and wildlife and their habitats from the
harmful effects of oil or other spills.

Communications, 4.7 16.5 Conduct resource conservation education, conduct

Education, and Outreach community and stakeholder outreach, and disseminate
information.

Fish and Game 1.6 10.0 Establish and oversee implementation of the state’s fish and

Commission wildlife policies, rules, and regulations.

Administration — 258.0 Provide administrative support and executive leadership for
the department’s activities.

Totals $600.0 2,371.1

:Funding for administration is included in other categories.

* Source: Legislative Analyst’s Office

DFW'’s proposed budget is $609.7 million, which eg@nts 1.6 percent increase in expenditure from
last year. Most of the department’s budget is aisegd of special funds, with $93.8 million in
General Fund and 2,171.8 positions.
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| Issue 4 — Restructuring the Fish and Game Preseniah Fund (FGPF) |

Governor's Proposal. The budget proposes $50.6 million ongoing fundi$i§.§ million General
Fund, $18 million Motor Vehicle Account (MVA) and8 million Tire Recycling Management Fund
(TRMPF)) for the following purposes: 1) Address #teuctural deficit in FGPF ($19.6 million); and, 2)
Improve and expand DFW'’s program activities ($31liom).

Fish and Game Preservation Fund (FGPF) (Governor'®roposal)
(Dollars in Thousands)
2016-17 2017-18 2018-19
Total Resources $164,476 $178,828 $192,443
Total Revenue 98,027 120,747 141,996
Total Expenditures 106,395 128,381 142,285
-8,368 -7,634 -289
Fund Balance $58,081 $50,447 $50,158

Addressing FGPF Structural DeficitThe budget provides $19.6 million to continue catiprograms
supported by FGPF that are affected by the longingnstructural imbalance. The proposal avoids
reducing funding to current level of service ordad entire program elements. Activities benefgtin
from this proposal include:

* Recruitment, retention, and reactivation of hunterd anglers;

» Communication with hunters and anglers to providely information on hunting and fishing
opportunities throughout the state;

» Fisheries management in support of fish stockingtde waterways;
* Human-wildlife interaction;
» Law enforcement capacity to prevent the illegaktakfish and wildlife;
» Native and game fisheries monitoring;
* Management of lands for the improvement of wildhiéated outdoor recreation;
» Upgrade and modernization of marine fisheries deiaagement systems; and,
* Addressing emerging management needs relatingntionawcial fisheries.
Expanding DFW Programs.The budget includes a $31 million augmentation porposes of

implementing specific priorities identified throughe California Fish and Wildlife Strategic Vision
(CFWSV) process, as follows:
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New Revenue to FGPF: Tire Fee ($26 millionJhe budget proposes to divert $26 million ongoing,
which would have gone to APCF from the Tire ReayglManagement Fund, to FGPF instead. The
Cap-and-Trade Expenditure Plan proposes to baddlCF with GGRF revenue for the budget year.
Trailer bill language (TBL) amends the purposehaf 75-cent portion of the tire fee from mitigatioin

air pollution caused by tires to mitigation of haron wildlife and habitat caused by tires.

Tire Fee: Statutory PurposeCurrently, statute governing the 75-cent portioriha tire fee provides
that the money be spent to mitigate air polluti@mnis caused by tires. TBL proposes to change the
purpose of the 75-cent fee statutorily by amen®Rg 842889 as follows:

(a) Of the moneys collected pursuant to SectiorB828n amount equal to seventy-five cents
($0.75) per tire on which the fee is imposed skl transferred by the State Board of
Equalization to thedirPollution-Control-Board- Fish and Game Preservatiofrund. The
state-board Department of Fish and Wildlifeshall expend those moneys, or allocate those
moneys to the districts for expenditure, to fun@grams and projects that mitigate or
remediateair—pollution- harmful impacts to wildlife and its habitataused by tires in the
state, to the extent that tstate-board-orthe-applicable-distri¢c Department of Fish and
Wildlife determines that the program or project remedistageliution- the negative impacts
harms created by tires upon which the fee describecerti®n 42885 is imposed.

TBL changes the statutory purpose from mitigatimgr@mediating air pollution caused by tires to
mitigating or remediating harmful impacts to wifdliand its habitat caused by tires.

New Revenue to FGPF: MVA ($18 million)The budget proposes to use $9.01 million from MVA
for the Biodiversity Conservation Program. This gneom encourages the preservation, conservation,
maintenance, and restoration of wildlife resourdesl|uding the Ecosystem Restoration Program,
under the jurisdiction and influence of the staetivities involve the conservation, protection and
management of fish, wildlife, native plants, andbitet to ensure maintenance of biologically
sustainable populations of those species.

The budget proposes to use $8.99 million from M\6A DFW enforcement purposes. This program
serves the public through law enforcement, pubdifety and hunter education. Law enforcement
promotes compliance with laws and regulations ptotg fish and wildlife resources; investigates
habitat destruction, pollution incidents and illegammercialization of wildlife. Wardens also serve
the public through general law enforcement, mugiichiand homeland security.

Background. California Fish and Wildlife Strategic Vision (CFWS). AB 2376 (Huffman), Chapter
424, Statutes of 2010, required CNRA to convenerargittee to develop a strategic vision for the
Department of Fish and Game (now called DFW) aedQhlifornia Fish and Game Commission. The
CFWSV Project established a strategic vision foMDBNnd the Commission that addresses, among
other things, improving and enhancing their cayaaid effectiveness in fulfilling their public ttus
responsibilities for protecting and managing tteess fish and wildlife. As part of the projectbhie-
ribbon citizen commission and a stakeholder adyigpoup supported the executive committee in
developing a strategic vision report in 2012. Sitice issuance of the report, DFW has pursued
multiple efforts to align its revenue and costgluding: the establishment of regional conservatio
investment strategies, mitigation banking, CalifarrEndangered Species Act permitting fees,
revenues for timber harvest plan review, a scigentbllecting permit fee, a lands pass program, an
indexing fee to account for inflation, and an irase in commercial fishing fees.
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Fish and Game Preservation Fund (FGPF): General Baground. FGPF was established in 1909 as

a repository for all funds collected under the Fasid Game Code and any other law relating to the
protection and preservation of birds, mammals, fisptiles and amphibia in California. Revenues are
generated from the sale of licenses for huntingresgtional and commercial fishing, and numerous
special permits.

FGPF is made up of many different accounts. 2%hesé¢ accounts are “dedicated” and collect fee
revenues that may only be used for specified p@pasid activities. For example, the “duck stamp”
account, where duck hunters pay a special feagtagposited into this account, may only be spent o

duck-related activities.

Revenue from licenses, fees and permits that arelinected by statute to a dedicated account are
deposited in the only “nondedicated” account in FG®hich makes up 80 percent of the overall

FGPF. This account supports general purpose aetivif DFW and has experienced an operating
shortfall over the years.

FGPF Nondedicated Account: Sources of Revent&PF nondedicated account revenue is derived
from a variety of sources. A majority of revenuenas from recreational fishing licenses and permits.
The second biggest revenue generator is recrebtionéing licenses and permits; this is followed by
commercial fishing licenses and permits as welleasironmental review fees paid by project
proponents. The smallest source of revenue is coomahéshing landing fees.

FGPF Nondedicated Account: DFW Activitied=GPF nondedicated account supports a variety of
program activities. Some of the main functions sufgd by FGPF are displayed in the following
table:

Main Functions Supported by FGPF Nondedicated Accout

=
>0

Support for more than 400 wildlife officers positaxl throughout the state to promote compliance wi
laws and regulations protecting fish and wildliésources. Wildlife officers also investigate habita
destruction, pollution incidents and illegal comnialization of wildlife, and serve the public thighu
general law enforcement, mutual aid and homelaodrig.

Law Enforcement

Management of department-owned lands includingliféléreas, ecological reserves, and public
access areas to contribute to the conservatiotegiion, and management of fish and wildlife. Among
other things, these activities support hunting oppoties and serve as required match for federal
wildlife restoration grant funds.

Lands Management

Activities conducted by regional and field staffated to resource assessment and monitoring,
conservation and management activities for gamenandame species, and public outreach related to
those species. Funding for these activities alsgeseas required match for federal wildlife restiora
grant funds.

Wildlife Conservation

Development and implementation of policies to adslmanagement, protection, and restoration of fish
Fisheries Management | species and their habitats. Also promotes commieni public recreational angling opportunities.
These funds serve as required match for federat fipb restoration grant funds.

The commission establishes regulations for hunspgrt and commercial fishing, aquaculture, exoti
pets, falconry, depredation control, listing ofehtened or endangered animals, marine protected,are
public use of department lands, kelp harvest, atslas a quasi-judicial appeal body.

o

Fish and Game
Commission
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FGPF: Addressing the Structural Imbalance ($19.6ilion). In past years, expenditures have
exceeded revenues, with the gap reaching over $ffidmrmannually beginning in 2014-15. While
DFW has been able to operate a higher level of ekpges by utilizing the balance in the reserve,
that balance has depleted. Some causes of FGPIedioattd account’s structural imbalance include:
fund shifts (particularly to the General Fund)tihi§ of prior spending restrictions (e.g. vehicles,
furloughs), increased need for federal funds, awdt cof business increases (e.g. employee
compensation). Although revenues in FGPF have madarelatively stable over the last decade,
statutory mandates have expanded resulting inasegtexpenditures while the fund balance continues
to decrease.

FGPF: Current Year (2017-18) Spending Plarthe 2017-18 budget plan included $18.7 million

from various sources to address the ongoing shiomfahe nondedicated account of FGPF. This

additional revenue allowed DFW to sustain currestivdies supported by this account through the
year. Of the total amount provided, $1.6 millior$900,000 increase in commercial landing fees and
$750,000 of $8.7 million in lifetime license revesu— represented ongoing funding. The budget
package also included statutory changes associaitddthese two new revenue sources: 1) A
schedule detailing the new commercial landing fEeseach species; and, 2) Elimination of the

Lifetime License Trust Account and transfer of ehesting account balance and future revenues from
lifetime license purchases directly into the FGPRdedicated account and other relevant accounts.

Tire Fee: General Background. Pursuant to the California Tire Recycling Act BHa Resources
Code (PRC) 842860 et seq.), a person who purclaasew tire is required to pay a California tire.fee
AB 923 (Firebaugh), Chapter 707, Statutes of 2@@4iysted the tire fee from $1 per tire to $1.75 per
tire and was due to sunset in 2015. AB 8 (Perelaap@r 401, Statutes of 2013, extended the sumset t
January 1, 2024. $1 of the fee is deposited intoTtine Recycling Fund for oversight, enforcement,
and market development grants related to wastartineagement and recycling. The remaining $0.75
is deposited in the Air Pollution Control Fund (APCfor programs and projects that mitigate or
remediate air pollution caused by tires. The fescteeduled to be reduced on January 1, 2024 t& $0.7
per tire — at which time, all of the revenue w#l Beposited into the Tire Recycling Fund.

Tire Fee: Fee or TaxTontrary to the name, the tire fee is a tax. Prbpos26 (2010) expanded the
scope of what is deemed a state or local tax. &g ko create — or extend — certain types of rewenu
measures are now subject to a higher approval nergant for taxes. Proposition 26 requires a two-
thirds vote in the Legislature to pass many chaegektax revenue allocations that under the state’s
previous rules could have been enacted by a simpjerity vote. The tire fee was extended pursuant
to AB 8 (Perea), Chapter 401, Statutes of 2013,abiwo-thirds vote of the Legislature, post-
Proposition 26 (2010); and did not meet any exoagtifrom the requirement to qualify as a fee.
Therefore, revenue raised by the tire fee is camel General Fund and is not constrained by taust f
beneficial purposes under the California ConstitutiHowever, it may be directed for a specific
purpose by statute.

Tire Fee: The 75-Cent Portion of the Fee: Carl May®Memorial Air Quality Standards Attainment
Program (Carl Moyer Program).PRC 842889(a) restricts the use of revenue difieen the 75-cent
portion of the tire fee. The revenue must be spentitigate or remediate air pollution caused lbgi

in the state to the extent that the Air Resourcesr® (ARB) or the applicable district “determinbatt

the program or project remediates air pollutiomtscreated by tires upon which the fee described in
Section 42885 is imposed.”
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The revenue raised by the 75-cent portion of trefée is deposited into APCF and is one of three
ongoing funding sources for the Carl Moyer Progrdie other two sources are the motor vehicle
registration charge levied by a local district dnel smog abatement fee (smog check). Approximately
$1 billion has been allocated to the Carl MoyergPam to date and the program has provided over
$60 million in grant funding each year to cleanalger, polluting engines throughout the state.

ARB administers the program, which provides gratiieough the state’s 35 local air quality

management and air pollution control districts deployment of engines, equipment, and emission-
reduction technologies that are cleaner than redulyy current laws or regulations and reduce
emissions of specified air pollutants. Covered eesir include onroad vehicles, off-road

nonrecreational equipment and vehicles, locomativearine vessels, agricultural sources of air
pollution, and other categories necessary for thie ind local air districts to meet air qualityalgo

According to ARB, emissions from heavy-duty diesegines have been identified as a major source
of air pollution, including smog-forming nitrogenxides (NOx) and cancer-causing air toxics
including particulate matter (PM) from diesel corstion. 70 percent of the airborne carcinogens in
California come from diesel exhaust. The Carl Moengram accelerates the replacement of older,
dirtier diesel engines with newer, cleaner techgie®. Emission reductions achieved by the program
play a role in helping California meet federal quality standards and reduce toxic emissions and
associated health risk in communities throughoetstate. The program provides incentives to obtain
early or extra emission reductions, especially fremission sources in minority and low-income
communities and areas disproportionately impaciedaitbpollution.

Greenhouse Gas Reduction Fund (GGRF)Since 2012, ARB has conducted eight Californiaronl
and 13 joint California-Quebec cap-and-trade aunstido date, approximately $6.5 billion has been
generated by the cap-and-trade auctions and degddsitio GGRF. GGRF revenue is estimated to be
$2.7 billion in 2017-18 and $2.4 billion in 2018:19

State law specifies that the auction revenues imeistsed to facilitate the achievement of measurable
GHG emissions reductions and outlines various caieg) of allowable expenditures. Statute further
requires the Department of Finance, in consultatvth ARB and any other relevant state agency, to
develop a three-year investment plan for the angtimceeds, which are deposited in GGRF. ARB is
required to develop guidance for administering agenon reporting and quantifying methodologies
for programs and projects funded through GGRF teuen the investments further the regulatory
purposes of the California Global Warming Solutiohst of 2006 (AB 32 (Nufiez and Pavley),
Chapter 488, Statutes of 2006).

Proceeds from cap-and-trade auctions provide aortppty for the state to invest in projects thalth
California achieve its climate goals and providenddgs to disadvantaged communities. Statutes
require a state agency, prior to expending any maperopriated to it by the Legislature from GGRF,
to prepare a description of: 1) Proposed experelt) How they will further the regulatory purpsse
of AB 32; 3) How they will achieve specified GHG isions reductions; 4) How the agency
considered other objectives of that act; and, Sy e agency will document expenditure results.

Motor Vehicle Account (MVA): General BackgroundMVA derives the majority of its revenue from
vehicle registration fees and driver’s license faed primarily supports the California Highway Batr
and the Department of Motor Vehicles. MVA suppdtie administration and enforcement of laws
regulating the use, operation, and registratioweasficles on California public streets and highways,
including the enforcement of traffic and vehiclevdgaby state agencies and the mitigation of negative
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environmental effects of motor vehicles. Due toengitures outpacing revenues, the MVA has faced
an operational shortfall in recent years. Althoughenue has increased over the current year and
budget year, the reserve continues to slowly deplet

MVA: California Constitution Article XIX. The budget change proposal (BCP), “Sustainable iRgnd
for Fish and Wildlife,” states that the propose@ v MVA moneys for DFW activities is consistent
with California Constitution Article XIX. Article XX, Section 3(b), refers to Section 2(a), whichtesa
that motor vehicle revenues may be used for “rebgaplanning, construction, improvement,
maintenance, and operation of public streets angtiways (and their related public facilities for
nonmotorized traffic), including the mitigation thfeir environmental effects, the payment for proper
taken or damaged for such purposes, and the adrathie costs necessarily incurred in the foregoing
purposes.”

Legislative Analyst's Office (LAO). Some Have Called for Additional Funding for DFW tMeet
Current-Law Responsibilities. Beyond just addressing the structural imbalancahim FGPF to
maintain DFW’s existing activities, arguments haleen made that DFW needs a budget
augmentation tancreaseits existing service levels in order to meet ttgory responsibilities. For
example, the Legislature has expressed dissatmfiawith the funding available to DFW by enacting
statute in 2006—which is still in law today—statinfhe Legislature finds and declares that the
department continues to be inadequately funded @¢etnis mandates. While revenues have been
declining, the department’s responsibilities hav@eased in order to protect public trust resounces
the face of increasing population and resource gemant demands . .. To fulfill its mandates, the
department must secure a significant increasdiabte funding, in addition to user fees.”

Proposal Would Significantly Augment Existing DFW Activities

(Dollars in Millions)

Proposed Increase

Activity 2017-18 2018-19 Amount Percent
Funding

Improve marine fisheries management and data  $2.1  10.5% $8.4 409%
Enhance marine enforcement 7.7 135 5.8 75
Monitor and assist salmon 8.2 13.1 4.9 60
Monitor and review declining species 0.7 3.9 3.2 6 46
Enhance wildlife trafficking enforcement 1.2 4.0 82. 233
Support voluntary conservation programs 0.8 3.0 2.2 276
Support hatchery production 26.8 28.1 1.3 5
Increase administrative support a— — 1.3 —=
Update wildlife connectivity assessment 0.2 13 11 618
Positions

Improve marine fisheries management and data 15 53 38 253%
Enhance marine enforcement 45 53 8 18
Monitor and assist salmon 51 69 18 35
Monitor and review declining species 4 13 9 225
Enhance wildlife trafficking enforcement 7 15 8 114
Support voluntary conservation programs 5 13 8 160
Support hatchery production 157 158 1 1
Increase administrative support 258 265 7 3
Update wildlife connectivity assessment 1 2 1 100

“Data not available.
DFW = Department of Fish and Wildlife.
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* Source: Legislative Analyst’s Office
DFW Undergoing Comprehensive Budget Review to Answey QuestionsThe department has
faced long-term questions regarding its revenuesexipenditures. In particular, stakeholders and the
Legislature have sought greater clarity over how fie revenues generated by fishers, hunters, and
permit seekers—which are intended to directly bietleé fee payers—interact with the General Fund
provided for public trust activities, and exactiyish of the department’s activities are supportgd b
each funding source. In some cases, the departmsrdtruggled to respond to these questions because
of the multiple and overlapping goals associateith wieir conservation responsibilities. For example
over the course of a day, a warden patrolling trestmight track and catch an illegal poacher,ansp
the catch of licensed fishermen to ensure theytgng within catch limits, remove abandoned crab
traps that are creating a hazard for migrating efyaénsure no one is fishing in Marine Protected
Areas, and issue a citation to someone boatingruth@einfluence of alcohol. The variety of these
activities illustrates why DFW can have difficultheciding and explaining exactly how to assign costs
to its various revenue sources. Paying for the ocbstis warden’s activities that regulate and bigne
the commercial fishing industry would be an appiatper use of the fees they pay. However,
maintaining a healthy fishery and marine ecosydtemefits not only the fishing industry but also the
broader public trust resource, suggesting Genaratlfvould also be an appropriate funding source
for a portion of this warden’s activities.

To address this budgeting challenge, the Legigatenacted language in tA@17-18 Budget
Actdirecting the department to complete a zero-bdsgdbet. In response, DOF has initiated a
“mission-based budgeting” review of DFW. Accorditg DOF, this analysis will “determine the
appropriate level of expenditures and resourceglatedo implement government services and
programs.” The review began in the fall of 2017 #me Administration has not given a timeline for
its completion or when it may be able to shardinidings.

LAO Recommendations. Adopt Funding Package to, at a Minimum, Address FEFShortfall.

LAO recommends the Legislature identify sufficiemw ongoing revenues to provide at least
$19.6 million to support DFW'’s existing activitieszailure to do so would further limit the
department’s ability to implement current law andtect the state’s public trust resources. Whike th
department has sustained its service levels inntegears using one-time budget solutions, LAO
recommends the Legislature address this issueaniérmanent solution in 2018-19 and avoid further
uncertainty or the need to repeatedly revisit hovaddress the funding gap in future budgets. The
Proposition 64 requirement to spend an additiogab #illion in General Fund can begin to address
this shortfall, and the Legislature could provitle aidditional $13 million from a combination of eth
sources, including MVA or additional General Fund.

Adopt Ongoing Augmentation Package That Reflectsglstative Priorities. LAO concurs with the
Administration that providing the department withnge additional resources would improve its ability
to respond to both existing and growing respornisigsl LAO therefore recommends the Legislature
augment DFW’s budget based on what it views ashtghest state priorities. LAO finds that the
Governor’'s proposal provides a reasonable stagage, but the Legislature can add, modify, or
remove activities based on its assessment of the myportant priorities. Because LAO finds that
both the threats to wildlife—particularly specidst are already threatened or endangered—and the
associated responsibilities for the departmentiwdiease with the effects of a changing clima#QOL
recommends prioritizing proposals that responduchspressures. These include those that would
protect endangered salmon, increase enforcemeviaime Protected Areas, and monitor and assist
species identified under CESA.

Require DFW to Provide More Detailed Justificatiofor Use of MVA, Approve Corresponding
Amount of Funding.While the proposed use of MVA for DFW’s vehicleatd tasks seems
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reasonable in concept, at the time this report prepared the department had not yet provided
sufficient justification for what amount of fundingould be appropriate. LAO therefore recommends
requiring that DFW provide the budget subcommiti@esaccounting for how much of its workload is
directly related to motor vehicles. While LAO unskands this exercise might be difficult given the
multiple activities that staff such as wardens maglertake in a given day—only some of which might
be related to vehicles—LAO believes developing asomable estimate is important to justify the use
of MVA for this new purpose. LAO recommends the getdsubcommittees review these data before
approving the use of MVA for DFW. To the extent tlepartment is able to quantify its
vehicle-related workload, LAO recommends the Leqisle appropriate a corresponding amount of
MVA to DFW.

Reject Proposed Use of TRMF.AO recommends the Legislature reject the Govesnaroposal to
use $26 million from the TRMF for DFW. LAO believ¢he department has not sufficiently justified
the legal nexus for using tire fees to supporiibskload. Furthermore, given the fund is scheduted
experience a significant drop in revenues in 202dd+tae Governor proposes to stop using it for
DFW at that time—LAO recommends the Legislatureidwusing it to establish new ongoing activities
and positions that will be difficult to sustain tine future. Correspondingly, LAO also recommends
against directing $26 million from the GGRF to CAR® rejecting the proposed TRMF transfer to
DFW would negate the need for that backfill.

Balance Use of Other Funding Sources with Other &aPriorities, Consider Revisiting Based on
Results of Budgetary ReviewLAO was not able to identify an obvious source &mgmenting
DFW’s budget—all of the options before the Legistatcome with trade-offs. The Legislature will
need to balance the strengths and weaknessesto$eace to fund the service levels it wants DFW to
provide. Moreover, as discussed earlier, deterrgitive right mix of General Fund and fees for a
budget augmentation is complicated by the uncepaarrounding DFW'’s use of existing revenues.
Assuming it chooses to focus program augmentatonsew activities that benefit the public trust—
such as protecting native species—relying primavitythe General Fund for program expansions in
2018-19 would be appropriate. However, the Legistatmay want to revisit the mix of funding
sources in future years once additional informatonthe department’s existing budget is available.
For example, if DOF’s budget analysis reveals #igificant General Fund is being used to support
activities that benefit specific groups—such as térs) recreational or commercial fishers, or
permit applicants—the Legislature may want to rageesponding fees and reduce the General Fund
support.

Require DFW and DOF to Provide Update on ProgredsBudgetary Review. LAO recommends
requiring DOF and DFW to provide the Legislatureahwiipdates on their mission-based budgeting
review. Specifically, LAO recommends requestingeabal update on the status of the review during
spring budget hearings, and enacting budget hiljdage to require a formal written update and
summary of initial findings to be provided no latean October 1, 2018. This information will be
important for informing development of the 2019-80dget. LAO recommends requiring that this
written update include a summary of initial findsngelated to (1) how DFW uses its existing revenues
and which fund sources support which types of dms; (2) instances where DFW should readjust
how it is directing existing revenues to suppatattivities and to better meet legal and progratiema
requirements; (3) instances where DFW appearswue imsufficient funding—either in total, or from a
particular source—to implement specific statutagponsibilities; (4) instances where DFW might be
undertaking activities outside of its core missig¢h) instances where statutory changes might be
needed to improve DFW'’s service delivery; (6) datanformation that is lacking or unavailable and
therefore precludes answering some of these kegedtad/ questions, and suggestions for how to
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overcome those gaps, and (7) to the degree thafutheeview is not yet complete, what data and
guestions remain to be analyzed, and a timelinédaompletion.

Staff Comments. Tire Fee: Backfill Carl Moyer Program Using GGRF.For 2018-19, the
Administration’s Cap-and-Trade Expenditure Planppies to use $26 million in GGRF to backfill
APCEF for the $26 million being diverted from APGFRGPF.

On July 25, 2017, Governor Brown signed AB 398@arcia), Chapter 135, Statutes of 2017, which,
among other things extended authorization for ARButilize the cap-and-trade program to reduce
GHG emissions after December 31, 2020. There haee luestions about whether or not AB 398,
which was passed by a two-thirds vote in the Lagise, had any impact on the current cap-and-trade
program set to expire December 31, 2020, and thentees it generates. In the formal opinion of
Legislative Counsel, AB 398 did not immediately ©ba the character of cap-and-trade revenue.
Specifically, Legislative Counsel has determinedt tthe revenues generated through December 31,
2020 by the current cap-and-trade program contboube subject to a trust and, therefore, must
continue to be appropriated in a manner that isomably related to GHG emissions reductions
through December 31, 2020. As for revenue genetayethe cap-and-trade program post-2020, the
Legislative Counsel has not come to a determinatien — the nature of GGRF moneys could
potentially change in the coming decade.

At least until 2021, the purpose of GGRF money®iseduce GHG emissions regardless from what
funds they are spent.

Tire Fee: Backfill to Carl Moyer After the Budget &ar. As noted above, the $26 million from the tire
fee to FGPF is ongoing funding. The Cap-and-TraxgeBditure Plan proposes to backfill APCF with
GGREF for 2018-19. However, a question arises agat, if any, source is intended to backfill foeth
Carl Moyer Program after the budget year.

Tire fee: 2024 SunseCurrent law sunsets PRC 842889 on January 1, ZJ&#. that date, the entire
tire fee reduces from $1.75 per tire to $0.75 pentith all of the revenue going towards tire relayg
purposes. The proposed TBL does not include amemignte extend or eliminate the sunset date. A
question arises as to if and how DFW plans to mepthe $26 million ongoing revenue source after
January 1, 2024, when the 75-cent portion of the fee being redirected from APCF to FGPF no
longer exists.

Tire Fee: Changing the Statutory PurposAs noted above, the tire “fee” is actually a taxi amay be
used for whatever purpose provided in statute. TBanges the purpose of the tire fee from mitigating
air pollution caused by tires to mitigating “harrhiimnpacts to wildlife and its habitat caused bgsiin

the state.” A question arises as to whether theateewishes to prioritize $26 million in tire fee
revenue in this manner rather than continue ugiadunds to mitigate environmental pollution caused
by waste tires.

Transportation-Related Fund Sources and EnvironmahgEffects to be MitigatedThe BCP states:

The proposal provides funding from transportatielated fund sources with a clear nexus to
fish and wildlife. Road networks across the Stateehfragmented and isolated habitat to the
degree that wildlife migration corridors are obstadl and cause large losses. The Department
is consistently working at the local level to mimme these impacts that result from
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transportation corridors that impede fish and wigdimovement. With a few exceptions (e.g.
Caltrans contract positions); the department isunmoded to address this workload.

A 2016 UC Davis Road Ecology Center report estisi#ite cost of wildlife-vehicle conflict
to be at least $225 million annually. This repadtés data that nearly 6,000 traffic incidents
involved wildlife in 2015, with mule deer being theost common (91 percent), followed by
coyote (6 percent), and black bear (two perceritg department responds to traffic incidents
involving wounded wildlife and makes arrangements €&isposition of the animal as
appropriate, such as placing the animal with agbeiwvildlife rehabilitation facility. The
department also works with tribes, which may takesgssion of an animal carcass involved
in a traffic collision, consistent with a memorandof understanding.

Transportation-Related Fund Sources and Waste Tiréke product upon which the tire fee is placed
is an integral part of a motor vehicle. Howeveg #uthority for the fee, the California Tire Reaygl
Act, pertains to the tire after the end of its uséfe as a form of waste — the fund source, treefee,
relates to solid waste rather than transportafiores no longer in service can cause pollution and
become solid waste that need to be disposed oclegty the tire fee helps pay for activities to radd
these issues. Environmental damages caused by waestestill exist and there is no shortage of
activities for which these moneys could be appaipd for their current statutory purpose.

MVA: Mitigation of Environmental Effects: Animal $rikes. As noted above, the use of MVA
moneys is restricted by California Constitutioniélg XIX. The budget shows that MVA moneys will

be used for DFW'’s Biodiversity Program and Enforeetn DFW proposes to allocate MVA funds for
the following activities:

 Enforcement:
o Wildlife trafficking; and,
o General law enforcement.

* Biodiversity Conservation Program:
o Salmon/steelhead monitoring;
o Trend monitoring and status reviews; and,
0 Statewide connectivity.

In regards to environmental effects being mitigaf@dW states:

A 2017 UC Davis annual report showed nearly 8,008 pnimals were struck by vehicles
costing California more than $276 million in damsgacluding $38 million attributed to
wildlife losses. This is up to 20 percent from fhrevious year’s report. This is but a small
fraction of documented wildlife mortality on Calrfoa’s roadways...

Environmental effects that need to be mitigateduhe “taking” species listed under the
California Endangered Species Act; incidents invgvanimal vs. vehicle; presence of
aquatic and terrestrial migration barriers; andchisging sediment or other deleterious
materials to streams, wetlands, and other sensitibéats.

Currently, environmental effects caused by pubiieets and highways are generally being
mitigated in a piecemeal fashion absent the pra@é#atiency and economy of scale benefits
that are possible from advanced planning. Advandadning may encompass high priority
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conservation areas, as well as include larger-8antiscape-level mitigation which often
benefits multiple species and habitats. Coordindtede-scale mitigation provides economy
of scale benefits pertaining to project cost, ai a& attendant economy of scale benefits to
fish and wildlife resources and their habitats.

The term “environmental effects,” in Article XIX, ay be broadly interpreted and does not include
parameters on the types of environmental effeds ity be mitigated. DFW contends that animal
strikes are environmental effects that satisfy@oastitutional requirements for using MVA moneys;
and that activities related to DFW enforcement #énel Biodiversity Conservation Program will
mitigate those environmental effects. Streets agbways can divide wildlife habitat and migration
corridors, which can lead to animal strikes; DFWivaties related to statewide connectivity seem
appropriate for mitigating the environmental effe€tanimal strikes in such cases. However, when
considering some of the other activities to be @&thdy MVA, such as enforcement for wildlife
trafficking, questions may arise as to how thedesiies may mitigate the harm to wildlife that are
struck by vehicles.

What are Other Options for a Comprehensive Soluttoithe Governor’s proposal amounts to an
ongoing solution to addressing the FGPF’s struttuméalance. Permanent solutions are necessary.
Some of the solutions that have been brought uparpast include: statewide fees/taxes, watergight
fee (assessed by State Water Resources Controfl Baara non-consumption user fee (boat rentals,
diving, whale watching). In addition, the followiigble displays revenue generating options tharoth
states use:

Other States Fish and Wildlife Revenue Generation
General Sales Tax Missouri, Arkansas
Sales Tax on Outdoor Gear Texas, Virginia
Real Estate Transfer Tax Florida, South Carolina
General Obligation Bonds Nevada
Lottery Funds Arizona, Maine

Almost all of the FGPF's revenue is derived froneddrom recreational hunters and anglers, with
some funding coming from California EnvironmentauaQty Act filers and commercial fishers.
However, some have raised the argument that tharohegnt's work serves a statewide purpose and
the public good, which should merit the consideratf some of these alternative proposals.

Staff Recommendation. Hold open.
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Issue 5 — State Water Project (SWP)

Governor's Proposal. The budget requests $3.94 million reimbursemeithaity to enter into an
agreement with the California Department of Watas®urces, to support 17 existing positions
currently funded by Proposition 84. The requestaithaity will ensure that the State Water Project
complies with California Endangered Species Acunegnents, and supports the implementation of
mitigation actions and adaptive management.

Background. California SWP. DWR maintains and operates SWP, which is a watelagé and
delivery system of reservoirs, aqueducts, powentpland pumping plants. SWP includes 34 storage
facilities, reservoirs and lakes; 20 pumping plafdsr pumping-generating plants; five hydroelectri
power plants; and about 701 miles of open canalspgrelines. Its main purpose is to store water and
distribute it to 29 urban and agricultural watepgiiers in Northern California, the San FrancisayB
Area, the San Joaquin Valley, the Central Coadd, Southern California. Of the contracted water
supply, 70 percent goes to urban users and 30rmiegoes to agricultural users.

SWP makes deliveries to two-thirds of Californipspulation. It provides supplemental water to
approximately 25 million Californians and about J8D acres of irrigated farmland. SWP is also
operated to improve water quality in the Delta,tooinFeather River flood waters, provide recreation
and enhance fish and wildlife.

DFW provides regulatory oversight to water storaged distribution operatorsState law requires
DFW to provide technical input and regulatory oygnsto the operators of California’'s water storage
and distribution systems. This involves the analysid synthesis of hydrology and fisheries data to
guide the water project's operations to avoid amdmize impacts to sensitive fishes. Participatioyn

the department in long-term technical and managéeneams will be necessary to conduct adaptive
management of water operations and coordinate mgiéation of all associated mitigation
requirements over the longer timeframe requiredrfisastructure construction and operations.

DFW is currently developing an agreement with DV@Rs@ipport its existing level of participation and
to provide additional funding for staffing neededpart of updated California Endangered Species Act
and federal Endangered Species Act authorizationghe State Water Project and to implement the
California Water Fix.

Incidental Take Permits.The California Endangered Species Act (CESA) pritdithe take of any
species of wildlife designated by the Californiaii-and Game Commission as endangered, threatened,
or candidate species. CDFW may authorize the téleny species listed as endangered, threatened,
candidate, or a rare plant, if that take is inctderio otherwise lawful activities and if certain
conditions are met. These authorizations are comymeferred to as incidental take permits (ITPs).

In 2008, the U.S. Fish and Wildlife Service (USFW&ued a biological opinion (BiOp) on the long-
term operations of the SWP and determined thabtieration is likely to jeopardize the continued
existence and adversely modify the critical halofdederally listed Delta smelt.

In 2009, the National Marine Fisheries Service essa BiOp on the SWP operations and determined
that the SWP operations are likely to jeopardize ¢bntinued existence and adversely modify the
critical habitat of federally listed Sacramento &iwinter-run Chinook salmon, Central Valley spring
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3860 Department of Water Resources

| Overview

The Department of Water Resources (DWR) proteaisnasnages California’s water resources. In this
capacity, DWR plans for future water developmend affers financial and technical assistance to
local water agencies for water projects. In additihe department maintains the State Water Project
which is the nation’s largest state-built watervwyance system. Finally, DWR performs public safety
functions such as constructing, inspecting, anchtaaiing levees and dams.

The Governor’s 2018-19 budget proposes a totak@b$nillion from various funds for support of the
department. This is a net decrease of $1.5 bikiompared to projected current-year expenditures.
This year-to-year decrease is primarily due towlay bond funds are accounted for in the annual
budget. Specifically, DWR had $1.8 billion in 2018- spending authority from bond funds
appropriated over the past several years, comparsxughly $310 million proposed for appropriation
in 2018-19. (These totals exclude the roughly ®llliobn in annual payments from water contractors
for DWR’s work on the State Water Project, as thius&ls are not appropriated through the annual
budget act.)

Issue 6 — Central Valley Flood Protection Board (C¥PB) — General Fund Baseline Increase

Governor's Proposal. The Governor’'s budget requests $1.4 million in GehEund state operations
for FY 2018-19 and FY 2019-20. CVFPB'’s currentduny, The Disaster Preparedness and Flood
Protection Bond Act of 2006 (Proposition 1E), viné expended in FY 2017-18. CVFPB is therefore
requesting to redirect its funding source so thdFEB can continue to meet its statutorily mandated
functions consistent with the Central Valley Flde&abtection Act of 2008.

Background. CVFPB Oversees Central Valley Flood Protection Syst on Behalf of the
State.Formerly called the State Reclamation Board, thé-B® was created in 1911 to address flood
issues in the Central Valley. Funding for CVFPBnidluded in DWR’s budget, though the board is an
independent agency with its own regulatory autlorithe board oversees the State Plan of Flood
Control (SPFCpn behalf of the state.

The SPFC is a system of flood protection infragtitecalong the main stem and certain tributaries of
the Sacramento and San Joaquin rivers, consisfirmpaut 1,600 miles of levees and other flood
protection structures such as dams and weirs. Adthomany SPFC components were locally or
federally constructed, in the 1950s the state cdtathto the federal government that it would overse
the SPFC system and maintain it pursuant to feds¢aaldards. For most segments of SPFC levees, the
state has developed formal agreements with locgmonents (primarily local reclamation districts) t
handle regular operations and maintenance resplimsshy CVFPB’s activities include:
(1) collaborating with local agencies to improveFEPflood protection structures; (2) issuing permits
for work on SPFC levees and facilities; and (3ueing that levees are maintained up to required
standards, including ensuring that levee “encroamtigi such as pipes or docks either meet code
requirements and receive permits or are removed.
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The board also oversees state-owned propertiesnviite Sacramento San Joaquin Drainage District
(SSJDD), which is a statutorily defined area contgj the SPFC that encompasses over 1.7 million
acres in 14 counties. Such properties include laoldings as well as flood-related structures like
levees. Besides overseeing the flood protectiotesysas part of its property management role the
board also oversees leases for state-owned landsiandy located within flood bypasses—
for farming, natural gas extraction, or other psgm

PaternoCourt Decision Established State Liability for SPFG 2003, a state appellate court found
the state responsible for a SPFC levee failure galitve Yuba River, thereby establishing a new
standard for the state’s flood liability. The 208&cision in théPaterno v. Californiacase found that
the state had failed to properly maintain the Lih@aee (located south of Marysville) and therefore
was liable for resulting flood damage when it fdiil@ 1986. Although the levee was both originally
constructed and maintained at the time by locatiest—not the state—and reportedly heel/ermet
engineering standards, the court found that the stadertook liability when it assumed control loé t
SPFC in the 1950s. Specifically, courts found that state “had ample opportunity to examine” and
repair the levee. The decision found that the stai® ultimately financially responsible for theldae

of SPFC facilities, even when they had been maiethby local entities. The state eventually paid a
$464 million settlement to the nearly 3,000 pldfati ThePaternodecision’s precedent makes it
possible that the state could ultimately be hekpoasible for the structural integrity of all SPFC
facilities.

SPFC System NeedsThe US Army Corps of Engineers identified thousarmd non-compliant
encroachments and/or deficient maintenance andatipes of facilities within the SPFC. They
estimate that 90 percent of the state’s projecedsvno longer qualify for the federal Levee
Rehabilitation Program. When a state project ldeses this status, it is no longer eligible fordeal
contribution funding for rehabilitation to return lavee to it pre-flood status. Instead, those
rehabilitation costs and any associated liabilitg ¢b loss of life/property falls on the state andidcal
flood agency Paterng.

2017-18 Budget Included Funding and Staffing Augmiation, New Fee Authority The2017-18
Budget Act provided an increase in funding andfistgffor CVFPB to better accomplish its statutory
responsibilities. Specifically, the budget provided increase of $2.2 million in General Fund and
authorized nine new positions. This brought thertsaotal funding to $9.6 million and total stafgj

to 47 authorized positions. About half of the nemding was to support the new positions, and the
remainder was for the board to contract with DWRd&velop a comprehensive database of the
property owned by the state within the SSJDD. Alittos new funding—including the funding for
the positions—was provided on a three-year basisnalhexpire in 2020-21. Though the workload for
these positions is ongoing, the funding was praviden a limited-term basis because the
Administration wants the board to develop optioos denerating additional revenue to support its
operations in future years in lieu of General Fangport.

Additionally, the 2017-18 budget package gave CVIERBanded statutory authority to charge fees to
cover the costs of its services, including its sosdlated to issuing permits for encroachments,
inspecting encroachments on SPFC levees, and nmgn&8&§JDD property.

Legislative Analyst's Office (LAO). Proposes Shifting $1.4 Million for Ten Existing P@®ons
from Bond Funds to General FundThe Governor’s budget proposal would increase Gerfarnd
support for CVFPB by $1.4 million and reduce fumgifrom Proposition 1E by a like amount.
Proposition 1E is a general obligation bond appddwe voters in 2006 for flood protection activities
This funding supports personnel costs for ten ef bard’s existing positions. The Administration

Senate Budget and Fiscal Review Committee Page 39



Senate Budget Subcommittee No. 2 March 15, 2018

proposes this fund shift because Proposition 1Edware nearly fully expended and will no longer be
available for the budget year. Although these jpmsst were previously funded with bond funds, they
carry out ongoing, core responsibilities for theatabthat are not exclusively linked to the bond,
including processing permit applications for SPFjgrts. Consistent with the approach the
Administration used to fund the board in the curggrar—to provide funding on a limited-term basis
while CVFPB pursues options for generating addaloevenues—this proposal requests the
$1.4 million in General Fund for just two years etkough the workload is ongoing.

LAO Recommendations. LAO recommends the Legislature adopt the Governgrsposal.
Allowing CVFPB to continue its existing level of essight of SPFC facilities is an important
component of state efforts to maintain flood protectand public safety. LAO also find merit in the
Governor’s proposal to provide the funding on a-gear basis, as this would allow the board the
opportunity to exercise its existing fee authoahd begin generating additional revenues to useun

of General Fund in the future.

LAO additionally recommends the Legislature adopppmemental reporting language requiring
CVFPB to submit a report to the Legislature by keby 1, 2019 that provides an update on its
activities to generate additional revenues. Thisildidelp prepare the Legislature for how it might
approach funding the existing positions whose Ga&nEund is scheduled to expire. Having this
information before it faces that 2020-21 budgetiglen would also allow the Legislature the
opportunity to provide additional direction or atance to CVFPB if the board is encountering besrie
or making insufficient progress in implementing nevenue-generating practices. LAO recommends
the report address five potential options for gatieg new revenues: permitting fees, inspectios,fee
noncompliance penalties, lease and royalty reverargsa new SSJDD assessment. For each of these
options, LAO recommends the report provide theofeihg information: (1) status of implementation,
(2) amount of revenue generated thus far, (3) eséichannual revenues in 2020-21 and future years,
(4) barriers to implementation, and (5) suggestionsaddressing those barriers.

Staff Recommendation. Approve as budgeted and adopt supplemental regofanguage as
reflected in the LAO recommendation.
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Issue 7 — State Water Project Aging Infrastructurelmprovements

Governor’s Proposal. The Governor's budget requests 74 positions to@tppe California State
Water Project (SWP). Specifically, the request=burces would be used to:

* Meet new and expanded state and federal regulegquyrements.

* Respond timely, safely, and cost-effectively toamigor emergency work as defined by Public
Contract Code 810122 et seq., and other Executegislative or regulatory mandates.

* Implement an asset management program, enhanceticondssessment and maintenance
programs, and facilitate increased design, consbru@nd inspection projects for an aging
SWP infrastructure.

* Provide legal support for the Oroville Dam spillwaypergency and recovery.

Background. SWP. (Please refer to page 35 for background informatiegarding SWP.)

Oroville Incident. Lake Oroville is SWP's largest storage facilityhna capacity of approximately 3.5
million acre feet. On February 7, 2017, erosion w&sovered on the lower chute of the main flood
control spillway at Lake Oroville. With an onslaughf winter storms, releases down the damaged
main spillway were unable to prevent the resenfodm overtopping the concrete weir. Water
cascaded down the emergency spillway, triggering étwacuation of more than 180,000 people
downstream of Lake Oroville on February 11.

This incident highlighted the importance of comimgt sufficient resources to inspect, assess
conditions, set priorities, meet regulatory compudia obligations, and maintain the SWP including its
26 regulated dams and approximately 700 miles wélsaand pipelines.

State Division of Safety of Dams (DSOD) and Fedeiahergy Regulatory Commission (FERC)
Regulations. Of the 26 regulated dams, 22 are under the jotisd of the DSOD, with 11 of those
also under the jurisdiction of the FERC. In comptia with DSOD and FERC regulations, DWR's
Dam Safety Branch (DSB) convenes an independerguttimy board on five-year cycles to review
dam performance data and operation and maintenaecerds, participate in comprehensive
inspections, and produce a report of categorizadirfgs and recommendations. Following each Board
meeting, the DSB develops the scope of work, sdeeiudget, and resources needed to address each
of the findings and recommendations. DSB currenflg 90 dam safety projects underway or queued
to begin in the near future, which is a progressiceease from the 30 projects planned and scheédule
three years ago.

Staff Comments. Most of the requested positions seem reasonabkndive increased workload.
However, some of the positions may not be needethénnear term. For example, the request for
positions to respond to the Settlement Agreemedttlae FERC relicensing might be premature given
the discussions are still underway and the requaotidns have not yet been determined.

Staff Recommendation. Hold open.
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Issue 8 — Infrastructure Repairs and Reimbursementor Flood Control

Proposal. A member letter submitted to the subcommitte@ests $100 million General Fund on an
annual basis for DWR to perform flood control iftraicture maintenance, repairs, and improvements,
as follows:
* $50 million to meet statutory state cost shareed&fal projects;
* $5 million for State Plan of Flood Control systerid@improvement;
» $22.5 million for the operations and maintenancestafe maintained facilities pursuant to
Water Code 88361,
e $22.5 million for flood system repair projects asmball communities and regional flood
management plan implementation.

Background. State responsibilities: Flood-related activities.

 DWR.DWR is the state’s lead agency in flood-relatedivdms. The department’s
responsibilities include the full cycle of floodiaged activities, including preparing for future
floods, forecasting imminent floods, and respondingactual floods. Besides providing
guidance and assistance to local agencies, DWR ramiotains certain SPFC levees and
facilities.

* Central Valley Flood Protection Board (CVFPBJormerly called the State Reclamation
Board, CVFPB was created in 1911 to address flesdes in the Central Valley. The board
holds responsibility, on behalf of the state, fateiseeing the SPFC. Its activities include
collaborating with other agencies to improve thé=GRB flood protection structures, issuing
permits for work on the system’s levees and stmestuenforcing removal of problematic levee
encroachments, and serving as the intermediarydsetWdSACE and SPFC permit applicants.

» Other State Agencies Also Involveldke FEMA, the state’s Office of Emergency Services
(OES) provides disaster assistance during and afferod event. The State Water Resources
Control Board and regional water boards set andlagg stormwater discharge requirements.
The California Department of Fish and Wildlife mmmg and regulates the potential impacts of
flood management efforts on fish and wildlife, unding issuing permits for certain projects.
Additionally, the Delta Stewardship Council evaksflood projects proposed within the Delta
to ensure they are consistent with establishe@ sjaals for the region, and is developing a
Delta Levees Investment Strategy to guide the stgteioritizing levee funding.

Member Letter. The letter notes that levees have experiencedfisigni damage that could prevent
them from doing well in the next high-water evend ghat an estimated $800 million in needed repairs
for significant levee damage due to high water eerrhe letter states that if these repairs ate no
done, not only are communities at risk of devasgafioods, but repairs will be far more urgent,
costlier, and extensive in the future.

The letter further notes that the need for a comisisand reliable source of funding to address the
backlog of operation and maintenance needs.

Finally, the letter notes that the Central Vallelpdel Protection Plan estimates up to $21 billion
needed over 30 years for upkeep of SPFC systeaveés.

Staff Recommendation. Hold open.
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3940 State Water Resources Control Board
8570 Department of Food and Agriculture

Issue 9 — Safe and Affordable Drinking Water

Governor’s Proposal. The Governor's budget requests a one-time loandof #illion from the
Underground Storage Tank Cleanup Fund to fund nit&ali implementation of this new program,
specifically:

» $3.3 million and 23 position for the State Wates®gces Control Board to: (1) develop and
adopt a fund implementation plan, (2) process adwmtbat would be deposited into SADWF,
(3) map areas at high risk for drinking water comtaation and process drinking water data
provided by local agencies, (4) develop an asseassofethe total amount of annual funding
needed to assist water systems in the state tader@afe drinking water, and (5) perform
accounting and other administrative tasks.

¢ $1.4 million and seven positions for the Departmadfood and Agriculture to collect charges
from agricultural entities.

In addition, the Governor's budget proposes trai@r language (TBL) to establish the Safe and
Affordable Drinking Water Program and Safe and Adfible Drinking Water Fund. Among the
provisions in the TBL, the proposal:

1) Establishes the Safe and Affordable Drinking W&ssgram and Fund to be administered by the
State Water Resources Control Board for purposgsr@fiding money to provide replacement
water, develop & sustain long-term solutions (cargton, O&M), outreach, and testing.

2) Provides the Department of Food and Agriculture dh#éhority to impose and collect fees from
certain agricultural entities.

3) Exempts agricultural operations from specified ecément actions related to nitrates for 15 years.

4) Establishes four charges to fund the program:

a) Confined animal facilities fee:

i) Beginning January 1, 2021:

(1) Requires secretary to establish a new confined @nfee, commensurate with the
actual risk to groundwater from discharges of téranax $1,000/facility annually until
January 1, 2036.

i) Convene working group composed of reps of confexa@dhal facilities excluding dairies to
determine the actual risk, if any, to groundwatent discharges of nitrate from confined
animal facilities excluding dairies.

iii) Operative January 1, 2034:

(1) Beginning July 1, 2036, confined animal fee esthigld by secretary, max of $1,000
limit. Authorizes secretary to adjust fee throwghergency regulations.
(2) The confined animal fee and dairy fee shall totlndillion or 30 percent of funding
needed for nitrate, whichever is less.
b) Fertilizer fee:
i) Establishes a fertilizer fee of six mills ($0.0@&r dollar of sales.
(1) Sunsets January 1, 2034.
ii) Beginning January 1, 2034, decreases fertilizetdae/o mills ($0.002) per dollar of sales.
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by humans impacted. For example, bacteria fromesapn the coast have impacted oysters in coastal
waters north of San Francisco.

CAFs Impact on Groundwater.According to SWRCB and regional water quality ttohboards
(RWQCBSs), improper storage of manure or applicattdbrmanure to land result in discharges to
groundwater. The primary concerns are total diezbkolids (TDS) and nitrates. Many dairies do not
have sufficient cropland to limit the applicatiod mare to reasonable rates for plant growth.
Furthermore, many additional dairies do not haveqadte facilities to control the timing of
applications to maximize nutrient update by cropsl dhereby minimize leaching of nitrate to
groundwater.

CAFs Are Different Than Other Farming Operatiomsccording to SWRCB and RWQCBs, although
other farming operations can and do discharge Cidt@ssurface and groundwater, CAFs such as
dairies that land apply manure have features traltenthem a higher concern. Dairies may apply
manure “to get rid of it” rather than apply it inet most efficient manner for crop production (since
other farmers pay for their fertilizers, they aged likely to over apply it). Also, dairies mayedeto
empty holding ponds during the rainy season whepsdo not need nutrients. Another factor is that
manure contains a higher ratio of “unwanted” stdtautrients than do commercial fertilizers, sattha
even dairies with well-managed manure handling @amtribute a higher salt loading than do other
farming operations.

There are several hundred feedlots, poultry opmratiand other animal feeding operations in thte sta
The primary water quality concerns at CAFs are ictgp#o groundwater from salts and nutrients from
sources that include cropland where manure andewasgr is applied as a fertilizer. Even when best
management practices are used, it appears thahdwater may be adversely affected at many
facilities.

Current SWRCB Funding Programs SWRCB, Division of Financial Assistance administerultiple
funding programs to assist water systems to actaademaintain compliance with safe drinking water
standards. These programs use federal funds abel fsinds to address the highest priorities of
infrastructure need and include the following:

Drinking Water State Revolving Fund (DWSRH)he largest drinking water funding program
that SWRCB administers is DWSRF. USEPA provides $R¥ funds to states, including
California, in the form of annual capitalizationagts. States, in turn, provide low-interest
loans and other assistance to public water sys{@wWsS) for infrastructure improvements.
Total funding provided to PWS in executed loans graohts to date is over $1.3 billion.

American Recovery and Reinvestment Act (ARR®).February 17, 2009, President Obama
signed ARRA, which allocated $2 billion nationaligr safe drinking water infrastructure
improvements. California’s share of these funds w459 million, and was administered by
the California Department of Public Health throdgWSRF program prior to the transfer of
the drinking water program to SWRCB. ARRA funds&va one-time opportunity for the state
and did not require matching funds from the staffeinding agreements were issued, totaling
$149 million to 51 projects statewide. These Sdjquts are distributed among 47 community
drinking water systems.

Proposition 50. The Water Security, Clean Drinking Water, Coastall Beach Protection Act
of 2002 (Proposition 50) was voter-approved in 208285 million was allocated to drinking
water quality issues.
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Proposition 84.The Safe Drinking Water, Water Quality and Supplpod Control, River and
Coastal Protection Act of 2006 (Proposition 84) water-approved in 2006. $300 million was
allocated to address drinking water and other wgueatity issues.

Proposition 1. The Water Quality, Supply and Infrastructure lomyament Act of 2014

(Proposition 1) was voter-approved in 2014 autleati$7.12 billion in general obligation
bonds. Proposition 1 authorized $520 million foojpcts that improve water quality or help
provide clean, safe, and reliable drinking water.

Proposed Proposition 68.SB 5 (de Leon), Chapter 852, Statutes of 201#abkshed the
Drought, Water, Parks, Climate, Coastal Protectaord Outdoor Access for All Act of 2017
(SB 5). SB 5 allocates a total of $4.1 billion 4-illion of which is new bond authority and
the remaining $100 million will be redirected framsold bonds previously approved as part of
Propositions 1, 40, and 84. SB 5 is subject torvapproval and has been placed on the June
2018 ballot as Proposition 68. SB 5 proposes thcdée $250 million specifically to drinking
water and drought preparedness as well as $8@®@miltir groundwater sustainability.

Legislative Analyst's Office (LAO) Comments. Governor's Budget Proposal Imposes Various
Charges. In total, the Administration estimates that therious proposed charges would generate
roughly $150 million annually when fully implemedteThe charges on agricultural entities would be
required to be targeted to water systems affectgdnitrate contamination. Specifically, the
Administration proposes budget trailer legislationmplement the following charges:

Charge on Water System Customers ($130 to $14iomjilBeginning July 2019, the
Administration proposes imposing monthly chargesmwst water system customers ranging
from $0.95 to $10 based on the size of the custenvester meter. According to a recent
CPUC report, the average water bill across 113f@ala public water systems was $78 in the
summer and $60 in the winter. SWRCB estimates tiiniege charges will generate between
$130 million and $140 million annually when fullymplemented. Customers would be
exempted from this charge if they (1)belong to aatew system with fewer
than 200 connections or (2) self-certify that thémusehold income is equal to or less
than 200 percent of the federal poverty level (2B&8 federal poverty level is $25,100 for a
family of four.) Beginning July 2021, SWRCB couléduce these charges. Local water
systems would be authorized to retain some of élernrue to cover costs associated with the
collection of the charges.

Mill Fee ($14 million).The Administration proposes a mill fee of six “iill (equal to
six-tenths of a cent) per dollar on the sale offaitilizer. This would be in addition to the
current mill fee of three mills. According to thal@ornia Department of Food and Agriculture
(CDFA), this charge is estimated to generate $14omiper year when fully implemented.

Charges on Milk Producers ($5 million)he Administration proposes to impose charges on
milk producers beginning January 2021. In totaksth charges are estimated to generate
$5 million per year when fully implemented. For t®xt, cash receipts for milk and cream
production in California were $6.1 billion in 2016.

Charge on Confined Animal Facilities (Amount NotifBated).Finally, the Administration
proposes to impose a charge on confined animditiesi—excluding dairies—such as
egg-production facilities. The charges are cappe®il®D00 per facility per year. At the time
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this analysis was prepared, the Administrationrhtlhave revenue estimates available for the
confined animal facilities charge.

The Administration has not estimated the total @sstociated with bringing drinking water systems
that are currently unable to meet water qualityndéads into compliance on an ongoing basis.
However, a private consulting firm recently did t@atewide drinking water needs assessment for
advocates and stakeholders to determine this amdwabrding to the assessment, $140 million
would be required annually to improve conditionsakitdrinking water systems and domestic wells
with substandard water quality. In LAO discussiomgh SWRCB staff, they indicated that the
methodology used to generate the estimate appesasdnable, but any estimate in this area is highly
uncertain, particularly due to the lack of data ssmaller water systems and domestic wells. The
assessment estimated the costs to address systdmstrate problems would be around $30 million
annually, and the costs to address all other systeonld be $110 million annually.

Requires SWRCB to Administer SADWHhe proposal includes a number of administrative
requirements, particularly for SWRCB. In a proctes requires a public hearing and opportunities fo
stakeholder participation, SWRCB would adopt a findlementation plan and policy handbook with
priorities and guidelines for expenditures from SAB. In addition, SWRCB staff would be required
to annually develop and present to the board agsassent of the total annual funding needed totassis
water systems in the state to secure the deliviesgfe drinking water. By January 1, 2020, SWRCB—
in consultation with local health officers—wouldsalhave to make available a map of aquifers tleat ar
at high risk of containing contaminants that aredusr likely to be used as a source of drinkingewat
for certain smaller water systems and domestic swdlhis would include identification of water
systems potentially in need of assistance to addveser contamination issues.

Under the Governor’s proposal, SWRCB may expentbujve percent of revenues from SADWF for
costs associated with its administration. In additiCDFA may retain up to four percent of the menie
collected from the charges on agricultural entifiesits costs associated with implementation and
enforcement, such as to establish a charge calegirogram and perform outreach to affected
agricultural entities. This amount would decreasemo percent beginning July 2021.

LAO: Issues for Legislative Consideration.LAO identifies three issues for the Legislature to
consider as it deliberates on the proposal: (1¥istency with the state’s human right to water @gli

(2) uncertainty about the estimated revenues tloaidvbe generated by the proposal and the amount
of funding needed to address the problem, anddai@3istency with the polluter pays principle.

Proposal Is Consistent with Human Right to WatelidgoThe Governor’s proposal is consistent with

the state’s statutory policy that every human bemag the right to safe, clean, affordable, and
accessible water adequate for human consumptioa. proposal would make safe and affordable
drinking water more widely available throughout gtate largely by providing funding for operations

and maintenance activities for water treatmentesyst While the Administration has not conducted its
own estimate of the number of people this propesalld help, based on the information available, it
would appear that this funding could address aelaftare of the problem. In particular, the proposal
would prioritize additional funding to disadvantdgeommunities and low-income households served
by water systems with less than 14 connections.

Uncertain to the Extent Proposed Revenues WillyFAltidress Problem#&s described above, a
private consulting firm estimated the total annoaét to address contaminated drinking water at
$140 million ($30 million for nitrate treatment ai®110 million for other contaminants). However,
this estimate is highly uncertain given the lacldafa about the number of smaller water systems and
domestic wells that fail to provide safe drinkingater. It is possible that actual costs could be
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significantly higher or lower. LAO notes that undde proposal, SWRCB would be required to

prepare an annual needs assessment, which cowldi@tbe Legislature with greater certainty in the

future. There is also uncertainty about the amafntevenue that will be generated under this
proposal, particularly from the agricultural erggi TBL allows SWRCB to adjust ratepayer charges
downward if the funding provided exceeds future dedhfor the funds. However, if the demand

exceeds funding in the future, any increase ingdggwould require approval by the Legislature.

Might Not Fully Implement the Polluter Pays PrineipThe “polluter pays” principle is the concept
that those entities that cause an environmentah Isaiould be responsible for the costs associatdd wi
cleaning up that contamination and addressing themnhdone. The vast majority of nitrate
contamination is caused by agricultural activitids such, the administration’s proposal to have
agricultural entities pay charges to address tfeztsf of that contamination appears consistent thigh
polluter pays principle. However, in at least tways, the proposal might not be entirely consistent
with the principle. First, it is worth noting thedme of the current nitrate contaminants in growatdw
are not from current agricultural operations. Iagtesome of these nitrates are legacy contamination
that could be from as much as decades ago. Therdafomight not be entirely consistent with the
polluter pays principle to have current operatayg for contamination caused by previous operators.
Second, based on the information available, it appthat the funds raised by charges on agricliltura
entities might not be sufficient to address thetsoslated to nitrate contamination. As described
above, the assessment performed by the privateultimgs firm estimated annual total costs of
$30 million to address drinking water systems edoegthe nitrate MCL. However, CDFA estimates
the charges on dairies and fertilizer combined wawoital about $19 million per year when fully
implemented. (At the time this analysis was pregyatiee administration had not completed a revenue
estimate for the charge on confined animals.) Cqunsetly, the proposal could result in nitrate-retat
contamination in drinking water being addressedanfr@venues generated by the charge on water
system customers rather than from agriculturaltiesti To the extent that occurs, it would be
inconsistent with the polluter pays principal.

Staff Comments. SB 623 (Monning, 2017) Last year, SB 623 was introduced to establishStie

and Affordable Drinking Water Fund to provide morfey grants loans, contracts and services to
assist those without access to safe and affordadiding water with a fund implementation plan
adopted annually by SWRCB. SB 623 passed outeofSénate and has been substantially amended
since it was voted out of the house of origin. is located in the Assembly Rules Committee. As
amended August 21, 2017, SB 623 is substantiathylasi to the Governor’s budget proposed TBL.
SB 623 has yet to be heard by a policy committee.

Shielding Certain Agricultural Entities from Regulatory Actins. LAO states that SWRCB and
regional water quality control boards set objediVier the amount of nitrate contamination in
groundwater. Agricultural entities that contributelevels of nitrate contamination that exceedséhe
objectives are subject to enforcement actionsdhatinclude cleanup and abatement orders as well as
cease and desist orders. However, under the Galemmposal, if an agricultural operation meets
certain requirements, such as implementing thegrasticable treatment control, and pays the clsarge
required by this proposal, the operation wouldlm®subject to these types of regulatory actionsfor
least fifteen years.

Concern has been raised that by establishing aefremk that limits agency and citizen oversight over
agricultural discharges, this proposal would creatésafe harbor” from enforcement that could
effectively allow agricultural polluters to contiawpolluting practices. Based on an analysis by the
Stanford Law School Environmental Law Clinic of B3, which the Governor’s budget proposal is
significantly similar to, a coalition of oppositicatates:
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Section 13278 [et seq.] describes considerablegdsato the way that the State will
regulate agricultural pollution for those growerkonare paying into the Safe Drinking
Water Fund. Section 13278.1(a) provides immuniomf “enforcement by the State
Board or a Regional Board under Chapter 5” if ancagiural operation meets specified
criteria, including if the operation is “in comphiee” with the provisions of an
applicable agricultural WDR or waiver order. Clapb contains all of the Water
Boards’ enforcement tools, including cease andstlesders, cleanup and abatement
orders, pollution and nuisance abatement noticed, @mmpliance and civil penalty
schedules. By exempting agricultural operatiorst gpay an “applicable fee” and
“enroll” under a WDR or waiver, the bill would etfvely shield these operations from
any realistic possibility of enforcement.

A question arises as to whether prohibiting spedinforcement actions against agricultural
operations in exchange for their adherence to rements provided in this proposal will
improve water quality in general or prevent furtbentamination of sources of drinking water.

Staff Recommendation. Hold open.

Senate Budget and Fiscal Review Committee Page 51






Senate Budget Subcommittee No. 2 March 22, 2018

VOTE-ONLY CALENDAR

3900

1.

Air Resources Board (ARB)

Baseline Support Adjustment. The Governor’s budget proposes 3.0 permanent posiaind
$622,000 from various funds (including one-yearding for 3.0 temporary positions) in fiscal
year (FY) 2018-19 and $417,000 ongoing to suppucteases in workload and to address
audit-identified security deficiencies and meetitifermation technology needs of the growing
agency. This will result in more efficient suppéot the board’s divisions and program staff,
as well as quicker response times to various cbagiencies.

Carl Moyer Program Expansion (AB 1274). The Governor’s budget proposes resources for
3.0 permanent positions to be phased-in betwee@08-19 and 2020-21 with ongoing costs
of $428,000, $10 million in Local Assistance funglin FY 2018-19, and $25 million in Local
Assistance funding in FY 2019-20 from the Air Patbm Control Fund (APCF) to align
authority with revenue generated after the passdgaB 1274 (O’Donnell), Chapter 633,
Statutes of 2017. AB 1274 will generate an inaaagevenues each year due to a new smog
abatement fee of $25, $21 of which will be directedAPCF and appropriated for the Carl
Moyer Program. The new revenues generated by ABA 1@mbined with existing fee
revenues will sustain the proposed increase in ILAssistance.

Fund Shift for Short-Lived Climate Pollutants. The Governor’s budget proposes to shift 5.0
positions and $1.415 million (including $545,000 dantracts) from APCF to the Cost of
Implementation Account for continued support of th¥ 2016-17 Short-Lived Climate
Pollutant proposal.

The FY 2016-17 Short-Lived Climate Pollutants pregdavas approved and included in the FY
2016-17 enacted budget, however, timing issues thighadoption of this program into the
Scoping Plan prompted the Legislature to estalalisgmporary fund source in APCF. With the
inclusion of the Short-Lived Climate Pollutantstive Scoping Plan, this proposal requests to
shift these resources to the Cost of Implementadiccount on a permanent basis, as originally
intended.

Implementation of Low-Income Barriers Study Interagency Task Force (SB 350).The
Governor's budget proposes 2.0 permanent positiand $366,000 from the Cost of
Implementation Account to implement transport asgesommendations included in the Low-
Income Barriers Study and co-lead the SB 350 Taskd= ARB’s study identifies priority
recommendations to address barriers low-incomealeats must overcome to access zero-
emission and near-zero emission vehicles.

The Task Force, comprised of 11 state agenciagsgonsible for aligning multiple state-led
clean transportation and energy programs and mfyivfior ongoing agency action and
accountability. ARB requires immediate and sustdistaff resources to support the tasks
associated with this lead role.

School Bus Fleet ReplacementThe Governor’'s budget proposes $813,000 in one-irca
assistance funding from the Clean Water, Clean 3afe Neighborhood Parks, and Coastal
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Protection Bond Act (Proposition 40, 2002). Theswy-released funding will grant ARB the
budget authority necessary to expend its bondnadlat which has recently increased due to
lower-than-expected bond costs. This request &b provide the authority necessary to
complete its Proposition 40 requirements and wdhdfit Californians by replacing older
school bus fleets with cleaner vehicles.

The Legislature has appropriated $48,250,000 o$#%063,000 that is earmarked in the bond
for ARB. ARB used the funds to clean-up the emissiof older school buses through either
replacements or retrofits through the Lower-Emissschool Bus Program. To date, ARB has
used all of its appropriated Proposition 40 fundd has spent over $200,000,000 additional
funds from various programs.

Due to lower-than-expected bond costs, there adé@iadal funds remaining in the bond. The

amount requested represents the remaining baldrsRB's allotment of Proposition 40 bond
funds.

Staff Recommendation. Approve all vote-only items as budgeted.
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| SSUES FORDISCUSSION

3900 Air Resources Board (ARB)

| Overview |

ARB has primary responsibility for protecting amaiity in California. This responsibility includes
establishing ambient air quality standards for gmepollutants, maintaining a statewide ambient ai
monitoring network in conjunction with local airstiiicts, administering air pollution research sésdi
evaluating standards adopted by the U.S. Envirotahd?rotection Agency, and developing and
implementing plans to attain and maintain thesadsteds. These plans include emission limitations
for vehicular and other mobile sources and indaistsburces established by ARB and local air
pollution control districts. ARB also has the resgibility, in coordination with the Secretary of
Environmental Protection, to develop measures dage greenhouse gas emissions to 1990 levels by
2020 and at least 40 percent below 1990 levels @802pursuant to AB 32 (Nufiez and Pavley),
Chapter 488, Statutes of 2006, and SB 32 (Pavl@ygpter 249, Statutes of 2016.

The Governor's budget includes $425.5 million fapgort of ARB, which is a decrease of $1.16
billion from the current budget year estimate. sTit@duction is mainly be attributed to two factors:

« Proposed FY 2018-19 Amount Does Not Include FY -2@18reenhouse Gas Reduction Fund
(GGRF) Proposal. The Administration released its GGRF spending @acouple of weeks
after the release of the Governor’s budget. Tloeeefthe FY 2018-19 amount shown in the
table below does not include $792 million in GGRFARB that is part of the Governor’s cap-
and-trade proposal.

« One-Time Spending for Southern California Lab inZ04.7-18. The FY 2017-18 spending for
ARB includes a one-time appropriation of $413 roillifor construction of a new testing lab in
Southern California.

EXPENDITURES BY PROGRAM
Provides expenditures by each budgeted program area for the past, current, and budget years

Actual Estimated Proposed
Code Program 201617 2017-18" 2018-19"
3500 Mobile Source $206,737 $393,837 $288,792
3505 Stationary Source $27.572 $40,539 $39,976
3510 Climate Change $390.975 $72,010
3518 Subvention $75.668 $10,111
3525 Zero/Near Zero Emission Warehouse Program $- 5-

3530 Community Air Protection % $14,604

9900100 Administration $48.455 $54,486
9900200 Administration - Distributed §-48.455 $-53.938 $-54,486
Total Expenditures (All Programs) $700,952 $1,585,436 $425,493
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Issue 6 — Diesel Regulation Compliance Database

Governor’s Proposal. The Governor’s budget proposes $600,000 in ane-tiontract funding from
the Motor Vehicle Account in FY 2018-19 to implemehe provisions in SB 1 to develop a joint
database with the Department of Motor Vehicles @imimig ARB’s information regarding vehicles
compliant with its Truck and Bus Regulation and eothregulations and DMV’s registration
information.

Background. SB 1 (Beall), Chapter 5, Statutes of 2017, presidunding for transportation
infrastructure. SB 1 also requires ARB to estébfisograms to reduce emissions from motor vehicles
and to work with other state agencies on air quaid greenhouse gas-related elements in the bill.
The proposed joint database would allow Departroéotor Vehicles to verify that a medium-duty
or heavy-duty vehicle is compliant with or exempini ARB's Truck and Bus Regulation before
allowing registration.

Staff Recommendation. Approve as budgeted.
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Issue 7 — Freight Regulations Reporting System tariprove Security and Increase Efficiency

Governor's Proposal. The Governor's budget proposes $1.08 million time Motor Vehicle
Account in FY 2018-19 (including $450,000 in cowstrdunding for initial development of an
information technology project) to support implerraion and enforcement of ARB'’s freight
regulations to protect disadvantaged communities perts and railyards. These requested resources
are needed to develop, maintain, and support aceplent system for the current ARB Freight
Equipment Registration Program with added funcliopnao meet recordkeeping and reporting
requirements for a variety of freight regulationshe proposal would also implement efficiencies to
offset the unavoidable costs of providing ongoisgistance to California businesses that must comply
with those ARB freight regulations. Without a r@ptment reporting system, any failure of the
outdated existing system (based on technology ihateither stable nor secure) would disrupt
commerce in one of California’s most important emoic sectors by preventing some 223,000
drayage trucks that carry cargo from accessing@ortl railyards.

Background. ARB Adopted Various Regulations to Reduce Air Pdoibn Near Seaports and
Railyards. Drayage trucks, transport refrigeration unitsgoahandling equipment, commercial harbor
craft, and ocean-going vessels that move freighfrtam, and throughout California are significant
contributors of diesel particulate matter, nitrogaxides, and other pollutants. In response, ARB
adopted a number of regulations to control emissairthese vehicles and equipment.

For example, in 2004, ARB adopted the Transportigefation Unit Air Toxic Control Measure to
reduce diesel particulate matter, nitrogen oxided ather pollutant emissions from transport
refrigeration units. These units, powered by snudisel engines, chill and preserve temperature
sensitive goods (like produce and pharmaceuti¢edgsported in trucks, trailers, shipping contasner
and railcars. In 2006, ARB adopted the Drayage KrRegulation to reduce emissions of diesel
particulate matter and nitrogen oxide from heaviydtrucks transporting freight to and from
California's ports and intermodal rail yards. ARBshalso adopted regulations for cargo handling
equipment (cranes and yard trucks, etc.), commleneidor crafts (tug boats, etc.), and ocean-going
vessels (large container ships, bulk cargo shiptarkers, etc.)

These regulations all have registration and/or n@mprequirements.

ARB Uses the Freight Equipment Registration Prograim Automate Certain Information.Port and
rail yard authorities and marine terminal operatogseive data from incoming trucks on their
compliance status of each truck. ARB verifies timdormation using the Freight Equipment
Registration program and noncompliant trucks areedeaccess.

The Freight Equipment Registration program automé#te registration of drayage trucks to monitor
compliance, issue labels to trucks that meet thelatory requirements, and provide information on
each truck's compliance status. The system alsorates the registration of over 168,000 trucks and
trailers with transport refrigeration units opengtin California.

The Freight Equipment Registration Program doegprmtide these functionalities for cargo handling
equipment, commercial harbor craft, and ocean-goasgels.

The Freight Equipment Registration Program is on a@ut-of-Date Information Technology
System. The Freight Equipment Registration Program is ayd#&~old legacy system that utilizes
technology that is increasingly becoming obsoléfe.date, ARB has been unsuccessful in hiring new
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staff with the expertise needed to maintain theenirprogram's software and system architecture.
ARB contracts out the maintenance and support gesvat a high cost. Further, as the system
continues to age, it is becoming more difficult fiod contractors with the necessary skills and
knowledge to maintain the system’s applicationse Tineakdown of this system would affect the
movement of refrigerated freight and potentiallgvgldown access of ports and rail yards for drayage
trucks.

Staff Comments. ARB's efforts to reduce emissions and health ragsociated with marine and rail

operations require an immense amount of recordkgepeporting and monitoring. The requested
resources would allow ARB to modernize the existifrgight Equipment Registration Program to
improve reliability, efficiently monitor compliancand support enforcement of its freight regulagion

Staff Recommendation. Approve as budgeted.
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| Issue 8 — Off-Road Vehicle and Aftermarket Parts Ceification and Compliance

Governor’s Proposal. The Governor's budget proposes 10 positions dndl3 million from APCF
(including $650,000 in contract funding in FY 2018-and $175,000 in ongoing annual contract
funding) to strengthen and broaden its mobile ssumission oversight program to cover all
categories, including off-road, aftermarket partgl aomponents. This Budget Change Proposal
requests necessary positions and resources toabhklpve emission reductions needed to meet our
health-based air quality standards.

The Governor’s budget proposal includes traildrlaiiguage, which does the following:

* Authorizes ARB to adopt, by regulation, a processieate an annual schedule of fees for
certification, audit, and compliance of off-roadgares and equipment, aftermarket parts and
emission control components, sold in the state.

» Creates the Certification Fund.

Background. Mobile Source Program (MSP)ARB is responsible for developing statewide progga
and strategies to reduce the emission of smog-faympollutants and toxics by mobile sources. The
MSP operates the programs responsible for cergifgimgines for compliance with California clean air
standards. Vehicles, engines, and components midfieze by ARB cannot be sold in California. In
addition, the MSP is responsible for ensuring eesgjinvehicles and components comply with all
California clean air standards.

Aftermarket Parts.Specialty manufacturers produce a variety of afseket parts that can be added
on to a vehicle after purchase to replace exigpags and/or to enhance the performance of the car.
These include devices such as catalytic convergigust headers, gas caps, filters, hoses, aatsoth
Existing law requires that any device added to laicke or motorcycle must be approved by ARB to
certify that it does not unduly reduce the vehglemissions controls. Existing law also prohibits
tampering with a vehicle’s pollution control devcelherefore, the manufacturer must also obtain
approval (an executive order (EO)) from ARB foretemption to the anti-tampering law before the
modification may be installed on any vehicle or amoycle. Every EO part or modification has an
assigned number that can be verified by smog ck&ions, Bureau of Automotive Repair Referee
stations, or ARB.

All aftermarket parts sold in California belongdoe of the following four groups:

a) Replacement PartsReplacement parts include things like carburetalistributers, fuel
injection systems, and fuel tanks. Typically, thase parts on a vehicle that wear out with use
and must be replaced during the lifetime of theicslehWhen a replacement part does not meet
the original factory specifications it requireskxecutive Order to be legal for street use.

b) Legal Add-On or Modified Parts (Executive Order BarThese parts alter a vehicle from its
original equipment manufacturer configuration an@ &ypically added on for safety or
performance enhancement. Safety devices includéheitdevices; performance enhancers
include air intake systems that cool an enginentwelase horsepower or superchargers that
increase air pressure in the engine allowing i more fuel to increase power.
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c) Competition or Racing Use Only PariBhese parts may only be sold and installed omcle=h
that are exclusively used for competition off paldllighways and roads. These parts replace or
otherwise interfere with the operation of an enmsscontrol device, such as a catalytic
converter or oxygen sensor.

d) Catalytic Converters Catalytic converters, as their name implies, lgaéa (i.e., cause or
accelerate) the conversion of toxic gases createthg the combustion of fuel into less
harmful ones. Catalytic converters can decreas@en®rmance of an engine so some people
chose to replace the catalytic converter that camstalled on a car with a more expensive one
that reduces performance less.

Executive Orders (EOs)ARB currently issues over 3,500 EOs annually. Thian increase from the
2,200 EOs issued by ARB in 2001. The complexity ks of products requiring certification has
also expanded. ARB issues EOs for all types ofreaggiincluding not just for automobiles and heavy-
duty trucks but also for large off-road equipmemd amall lawn mower engines, evaporative systems,
and aftermarket components that are used in autibesand in trucks. Increasing numbers of vehicles
and equipment include complex emissions contrdiesys such as plug-in hybrid technology, diesel
particulate filters and selective catalytic redowti

EO Compliance and Confirmation TestingARB verifies the information provided by the
manufacturer with pre-sale audits and confirmatemissions testing to validate the product as
described is what is sold. Confirmation includestitey vehicles, engines, and components before an
EO is issued to confirm test data provided by mactufers. This confirmation mission testing can
include in-use testing using Portable Emission Measent Systems, and/or using special operating
cycles in the lab that replicate road conditionsoemtered in normal driving to identify defeat dms.
After the product is sold, continued compliancetvgmission standards are double-checked through a
variety of in-use programs and real-time monitorgygtems. In-use emissions testing and warranty
activities help confirm engine durability and enss after sale meet the limits set in the regofesi

In the event any of these activities reveal anoesatir the products fail to meet requirements, ARB
may deny the EO or issue a notice of violation.

Staff Comments. In regards to the proposed trailer bill languageypling ARB with fee authority
would help offset the cost of certification, audijd compliance of off-road engines and equipment,
aftermarket parts and emission control compondtitsvever, these parts vary in complexities and
therefore their associated workload. The Subcoremithay wish to consider including language to
ensure ARB considers this during the regulatorycess. Further, current law includes a fee cap for
certification of new on-road vehicle and enginethvain annual consumer price index adjustment. The
Subcommittee may also wish to include an analodeascap for off-road engines and equipment,
aftermarket parts and emission control components.

Staff Recommendation. Approve BCP as budgeted. Hold open TBL.
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Greenhouse Gas Reduction Fund (GGRF)

| Overview

The current year budget allocates an estimated$llidn in cap-and-trade revenues. Consistenktwit
current law, about $1 billion is estimated to batowiously appropriated to certain transportatiod a
housing programs (this amount will likely be higldete to increased auction revenues during thelfisca
year).

The budget plan allocates an additional $1.6 billio various programs, including programs intended
to reduce emissions from vehicles and heavy dutypesent, forestry and fire prevention activities,
and projects to reduce emissions from agricultactvities.

Background. General Background. As of February 2018, ARB has conducted eightf@alia-only

and 14 Joint California-Québec cap-and trade anstid he February 2018 auction will generate about

$725 million (Although the money has not officialyen collected yet, the results of the auction are

known). To date, approximately $7.175 billion heen generated by the cap-and-trade auctions and
deposited into GGRF.

State law specifies that the auction revenues imeistsed to facilitate the achievement of measurable
greenhouse gas (GHG) emissions reductions andhesitliarious categories of allowable expenditures.
Statute further requires the Department of Finamceonsultation with ARB and any other relevant
state agency, to develop a three-year investmant for the auction proceeds, which are deposited in
GGRF. ARB is required to develop guidance for adstering agencies on reporting and quantifying
methodologies for programs and projects fundedutiintocGGRF to ensure the investments further the
regulatory purpose of AB 32ZNufiez and Pavley), Chapter 488, Statutes of 2@d6limiting
greenhouse gas (GHG) emissions statewide to 198G1by 2020.

Proceeds from cap-and-trade auctions provide aorappty for the state to invest in projects thalth
California achieve its climate goals and providedigs to disadvantaged communities. Several bills
in 2012, one in 2014, and one in 2016 provide latiiee direction for the expenditure of auction
proceeds including SB 535 (de Leodn), Chapter 88tuges of 2012, AB 1532 (J. Pérez), Chapter 807,
Statutes of 2012, SB 1018 (Committee on BudgetFaadal Review), Chapter 39, Statutes of 2012,
SB 862 (Committee on Budget and Fiscal Review), pra36, Statutes of 2014, and AB 1550
(Gomez), Chapter 369, Statutes of 2016.

These statutes also require a state agency, mriexpending any money appropriated to it by the
Legislature from GGRF, to prepare a description I9f:Proposed expenditures; 2) How they will
further the regulatory purposes of AB 32; 3) Howeyhwill achieve specified GHG emission

reductions; 4) How the agency considered otheratibgs of that act; and, 5) How the agency will
document expenditure results.

Brief Legal History of Cap-And-Trade Auction Reveru Regulatory fees established prior to 2010
(due to Proposition 26) are subject to the Sindaiint test, which helps determine whether a lewy i
fee or a tax. The Sinclair Paint test is a twa-pest: 1) nexus; and, 2) proportionality. Thackir
Paint test nexus component requires that a clearsnaust exist between an activity for which aitee
used and the adverse effects related to the actmitwhich the fee is used and the adverse effects
related to the activity on which that fee is leviefihe Sinclair Paint test proportionality componen
requires those burdened with a fee proportionadlydfit from the fee.
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The FY 2013-14 Budget analysis of cap-and-tradd¢i@ucevenue by LAO noted that, based on an
opinion from the Office of Legislative Counsel, thaiction revenues should be considered
“mitigation” fee revenues, subject to the SincRaint test. LAO concluded, based on the opinioat, t

in order for their use to be valid as mitigatioegerevenues from the cap-and-trade auction must be
used to mitigate GHG emissions or the harms calg&HG emissions.

In 2012, the California Chamber of Commerce filddwasuit against ARB claiming that cap-and-trade
auction revenues constitute an illegal tax reventreNovember 2013, a Sacramento Superior Court
declined to hold the auction a tax, concluding thet more akin to a regulatory fee.

In February 2014, the plaintiffs filed an appeathwthe 3 District Court of Appeal in Sacramento.
Arguments were heard before the appellate couraimuary of 2017. On April 6, 2017, the appellate
court issued a ruling that again declined to hblt the cap-and-trade auctions a tax.

The appellate court ruled that ARB did not excdsduthority in creating the cap-and-trade program,
stating that “the Legislature gave broad discretmthe Board to design a distribution system, and
system including the auction of some allowancesmditiexceed the scope of legislative delegation.
Further, the Legislature later ratified the auctystem by specifying how to use the proceeds éeriv
therefrom.”

The appellate court also stated clearly “that thetian sales do not equate to a tax” explaining tha
“the hallmarks of a tax are: 1) that it is compws@nd 2) that the payor receives nothing of patér
value for payment of the tax, that is, the payaenees nothing of specific value for the tax itself
Contrary to plaintiffs’ view, the purchase of allamces is a voluntary decision driven by business
judgements as to whether it is more beneficialht® company to make the purchase than to reduce
emissions...these twin aspects of the auction systelantary participation and purchase of a specific
thing of value, preclude a finding that the auctsgstem has the hallmarks of a tax.”

Going further than the superior court, the appellaurt also found that “the purchase of emissions
allowances, whether directly from the Board at muncior on the secondary market, is a business
driven decision, not a governmentally compelledigien [and] unlike any other tax...the purchase of
an emissions allowance conveys a valuable prop@seyest — the privilege to pollute California’s ai
that may be freely sold or traded on the seconneanket.”

As a result, the appellate court found that “theciiir Paint test is not applicable to the cap-aade
program], because the auction system is unlikeragjbeernmental charges that may raise the “tax or
fee” question resolved thereby. The system ivthentary purchase of a valuable commodity and not
a tax under any test.”

Effect of AB 398 on Cap-and-Trade Auction Revenu®n July 25, 2017, Governor Brown signed
AB 398 (E. Garcia), Chapter 135, Statutes of 20dhich, among other things, extended authorization
for ARB to utilize the cap-and-trade program toueel GHG emissions after December 31, 2020.

There have been questions about whether or not9%838hich was passed by a two-thirds vote by the
Legislature, had any impact on the current capteame program set to expire December 31, 2020,
and the revenues it generates. In the formal opirof Legislative Counsel, AB 398 did not
immediately change the character of cap-and-tradenue.

Specifically, Legislative Counsel determined thet tevenues generated through December 31, 2020
by the current cap-and-trade program continue teufsgect to a trust and, therefore, must contiue t
be appropriated in a manner that is reasonabljectl® GHG emissions reductions through December
31, 2020.
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The Governor's Budget Proposal on Climate Changé&our Initiatives. The Governor’'s Budget
proposes four initiatives to increase GHG emissemtuctions as well as a Cap-and-Trade Expenditure
Plan (Issue 9). The initiatives are as follows:

1)

2)

Zero-Emission Vehicle Investment Initiativdhe Administration proposes a new eight-year
initiative to accelerate sales of zero-emissionictel (ZEVs) through vehicle rebates and
infrastructure investments, and the Governor igimgsExecutive Order B-48-18, setting a new
ZEV target of five million ZEVs in California by 3D. The new ZEV initiative will provide a
total of $2.5 billion over eight years and, whemtined with private investment, is proposed
to meet and exceed the goal of 1.5 million ZEVLatifornia roadways by 2025, and provide
a foundation for getting to the Governor’s goalfigé million ZEVs by 2030. This initiative
includes:

» Expanding Alternative Fuel Infrastructure $235 million for the California Energy
Commission accelerate investments in the statewmteork of hydrogen and electric
charging stations.

» Continuing Clean Vehicle Rebatest200 million of cap-and-trade funding for ARB to
provide rebates to California residents for thechase or lease of new light-duty ZEVs and
plug-in hybrids, including $25 million for incentg for low-income consumers.

Sequestration and Resilience Initiativelhe Administration proposes a series of actians t
increase carbon sequestration and storage andumpesilience. To define the state’s efforts
to manage natural and working lands, the Adminisinaproposes the adoption of targets for
reduction of GHG emissions from these lands. Bpt&aber 2018, ARB, working with the
Natural Resources Agency and the California Depamtnof Food and Agriculture, will
evaluate and present initial targets. The Admiaigin has also convened an expert group to
identify how to protect, restore, and maintain @afhia’s native plants and biodiversity to
protect habitat and contribute to the state’s démgoals. In addition, the Administration is
developing a Forest Carbon Plan, which will senge aaroad map to firmly establish
California’s forests as a more resilient and réédbng-term carbon sink.

In recent years, the Administration has investethimscape-scale healthy forest management
projects. The forest health grant program promatferestation, fuel reduction, pest
management, conservation, and biomass utilizatioimdrease forest health, increase carbon
storage in forests, reduce wildfire emissions aradget upper watersheds, where much of the
state’s water supply originates. The following iiddal investments are proposed for the
budget year:

» Healthy and Resilient Forests$160 million of cap-and-trade funding for the @aement
of Forestry and Fire Protection to support forespriovement, fire prevention, and fuel
reduction projects. In recognition of tree mottaiimpacting the state’'s forestland and
climate change continuing to lengthen the wildBeason, this proposal will fund projects
to reduce fuel loads, decreasing the intensity dfifiies and potential impacts to
watersheds and communities.

» Local Fire Response $25 million of cap-and-trade funding for the i©& of Emergency
Services to fund additional fire engines for thetestvide mutual aid system. In response to
the unprecedented fire conditions and a longerfindlédeason, this proposal is proposed to
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enhance the state’s ability to deploy resourcesn@rgency response agencies during a
wildfire incident.

3) California Integrated Climate Investment Prograr&xisting financing models are unable to
provide capital at the necessary speed and scaheéd the climate challenge. To address this
need, the Administration proposes the followingiaddal funding:

» California Integrated Climate Investment Prograr$20 million of cap-and-trade funding
for the California Infrastructure and Economic Diepenent Bank (IBank) to provide seed
funding to accelerate private sector investment€atifornia infrastructure projects that
reduce GHG emissions and improve climate resilient®ith the establishment of the
program, the Administration will also convene arviadry group of leading experts to
develop advanced funding pathways and a bettefipgpef investable projects, creating
new markets for California businesses. The progwalhninitially provide financing for
innovative infrastructure projects that reduce GH@Gissions and improve climate
resilience through IBank’s California Lending fonétgy and Environmental Needs Center.

4) California Climate Change Technology and Solutibmative. This initiative is meant to help
bridge the gap to new technologies, modeling aralyars, leading to deeper GHG emission
reductions and greater resilience statewide. S8paity, the Administration proposes
additional investments in climate and clean eneeggarch, as follows:

« California Climate Change Technology and Solutitmiative: $35 million of cap-and-
trade funding for the Strategic Growth Council fesearch and development of innovative
technologies and other solutions to maximize GH@uctons and prepare the state for a
changing climate. This proposal is meant to supfimse priorities by funding activities
to: (1) advance the deployment of transformativahielogies to reduce GHG emissions,
(2) prepare for a changing climate, (3) integragegocial and equity dimensions of climate
policies, and (4) support the development of adgdnclimate data partnerships and
initiatives. This funding will also support a newsearch initiative focused on climate
policy impacts on California’s economy. The initi@ will include labor market analysis,
economic modeling, case studies on just transiteomj a toolkit on community re-
investment. These investments are meant to asséstsing the transition of workers and
communities impacted by economic disruption.

In addition to the four initiatives above, the Admstration proposes a Cap-and-Trade Expenditure
Plan. (Please see Issue 9, beginning on the followingeptay a more detailed discussion on the Cap-
and-Trade Expenditure Plan.)
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Issue 9 — Cap-and-Trade Expenditure Plan

Governor's Proposal. The Governor's budget proposes a total of $2IBobiin cap-and-trade
expenditures for FY 2018-19.This plan includes: 1) $1.4 billion in continuouppaopriations;
2) $150 million in other existing spending commititee and, 3) $1.25 billion in new spending (also
known as discretionary spending).

The plan assumes $2.7 billion in auction revenueYn2017-18 and $2.4 billion in FY 2018-19. The

$370 million difference between the proposed expares ($2.8 billion) and estimated revenue
($2.4 billion) in FY 2018-19 would largely be pdidm the projected fund balance at the end of FY
2017-18.

Similar to the current year, the Administration @akcertain allocations “off the top” before
determining continuous appropriations. Specificaiye plan allocates $117 million to AB 398-related
actions—$28 million to backfill the State Respoiilgip Area (SRA) Fire Prevention fee suspension
and an estimated $89 million transfer to the Gdriarad to backfill the manufacturing exemption. (A
$50 million fund balance in the SRA Fire Preventiamd would cover the additional SRA costs on a
one-time basis.) The 60 percent total continuoys@piation percentages would be applied to about
$2.3 billion—%$2.4 billion in annual revenue minukl¥ million for AB 398-related actions.

In addition to supporting several of the Administia’s climate initiatives, the proposed plan paes
additional investments in other programs that atenided to be consistent with the expenditure
priorities specified in AB 398 and the statutorgugements regarding allocation of at least 35 getrc
of expenditures to benefit disadvantaged and lave#ime communities.

The Cap-and-Trade Expenditure Plan includes thevibdg general categories of spending for the
$1.25 billion in discretionary spending:

» Air Toxic and Criteria Air Pollutants:$255 million to fund actions to reduce air toxiadan
criteria pollutants.

* Low Carbon Transportation:$460 million to fund programs that will reduce esi®s in
the transportation sector.

e Climate Smart Agriculture $145 million to fund agricultural equipment updes, energy
efficiency, and the Healthy Soils Program.

* Healthy Forests $185 million to fund forest management and Idicalresponse.

e Short-Lived Climate Pollutants $119 million to fund methane reduction and waste
diversion.

* Integrated Climate Action: Mitigation & Resilience$51 million to fund programs that
integrate mitigation actions with resilience betggfiincluding Transformative Climate
Communities and Energy Corps.

¢ Climate and Clean Energy ResearcB35 million to fund the California Climate Chang
Technology and Solutions Initiative.

For a further breakdown of the Cap-and-Trade Expered Plan, please refer to the chart on the
following page, which also provides a comparisorspénding between the current year and budget
year.
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Cap-and-Trade Expenditure Plan

Program

Continuous Appropriations?

High-speed rail

Affordable housing and sustainable
communities

Transit and intercity rail capital
Transit operations

Other Existing Spending
Commitments

Manufacturing sales tax exemption
backfill

Various administrative costs

SRA fee backfill

Discretionary Spending

Mobile Source Emissions

Local air district programs to reduce air
pollution

Clean Venhicle Rebate Project

Freight and heavy-duty vehicle incentives

Low-income, light-duty vehicles and
school buses

Low-carbon fuel production

Forestry

Forest health and fire prevention
Local fire prevention grants

Urban forestry

Agriculture

Agricultural equipment

Methane reductions from dairies
Incentives for food processors
Healthy Soils

Agricultural renewable energy

Other programs

Climate and energy research
Transformative Climate Communities
Waste diversion

Integrated Climate Investment Program
Energy Corps

Technical assistance to community groups

Urban greening
Natural lands climate adaptation
Low income weatherization and solar

Wetland restoration
Coastal climate adaptation

Totals

‘Continuous appropriations based on Governor's rewestimates of $2.7 billion in 2017-18 and $2I4adni in 2018-19.

(In Millions)

Department/Agency

High-Speed Rail Authority
Strategic Growth Council

Transportatiogefcy

Department of Transportation

N/A

Various agencies
CalFire/Conservation Corps

Air Resources Board

Air Resources Board
Air Reses Board
Air Resources Board

Energy Commission

CalFire
Office of Emergencyvszes
CalFire

Air Resources Board
Food and Agriceltur
Energy Commission

Food and Agriculture
Energy Commission

Office of PlanningReskarch
Office of Plarmand Research
CalRecycle
Go-Biz
Conservation Corps
Air ReszriBoard
Natural Resources Agency
Wildlife ConseimaBoard
Community Ssrviand
Development

Department of Fish and Wildlife

Various agencies

Proposed
2017-18 2018-19
$1,572 $1,369
$655 $571
524 456
262 228
131 114
$153 $152
$43 $89
30 35
80 28
$1,456 $1,250
$250 $250
0 14 175
320 160
100 100
— 25
200 160
25 25
20 —
85 102
99 99
60 34
— 5
6 4
11 35
10 25
40 20
— 20
— 6
5 5
26 —
20 —
18 —
15 —
6 J—
$3,181 $2,771

SRA = State Responsibility Area; CalFire = CalifiarDepartment of Forestry and Fire Protection; @alRle = California Department
of Resources Recycling and Recovery; and Go-Biowe@nor's Office of Business and Economic Developme

*Source: Legislative Analyst's Office
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More specifically, the Governor's budget proposal the Cap-and-Trade expenditure plan includes
the following:

1) California Infrastructure and Economic DevelopmenBank (IBank): California Integrated
Climate Investment Program. The Governor's budget proposes that Iltem 0509-&PB3be
added in the amount of $20 million from GGRF forik to provide seed funding to accelerate
private sector investments in California infrastawe projects that reduce GHG emissions and
improve climate resilience. With the establishmehthe program, the administration will also
convene an advisory group of leading experts teeldgvadvanced funding pathways and a better
pipeline of investment projects, creating new mexker California businesses.

2)

Strategic Growth Council/Office of Planning and Rearch:

a)

b)

California Climate Change Technology and Solutionsitiative. The Governor’'s budget
proposes that Item 0650-001-3228 be increased byriion for research and development of
innovative technologies and other solutions to mméze GHG emission reductions and prepare
the state for a changing climate. This proposppsts these priorities by funding activities to:
(1) Advance the deployment of transformative tedbgies to reduce GHG emissions; (2)
Prepare for a changing climate; (3) Integrate tbeiad and equity dimensions of climate
policies; and, (4) Support the development of adednclimate data partnerships and
initiatives.

Additionally, this funding will also support a newsearch initiative focused on climate policy
impacts on California’s economy. The initiativellvimclude labor market analysis, economic
modeling, case studies on just transition, andodkitoon community re-investment. These
investments will assist in easing the transitionwairkers and communities impacted by
economic disruption.

Transformative Climate CommunitiesThe Governor’s budget proposes that Item 0650-101-
3228 be added in the amount of $25 million to suppeighborhood-level transformative
projects that reduce GHG emissions, increase eas#i, and provide local economic and health
benefits to disadvantaged communities. This pragpeovides funding for a combination of
community driven climate projects, such as traosgnted development, water-energy
efficiency installations, and urban greening, siragle neighborhood.

3) Office of Emergency Services (OES):

a)

Local Fire Response.The Governor’s budget proposes that Item 0650-28B3e added in
the amount of $25 million to support neighborhoedel transformative projects that reduce
GHG emissions, increase resilience, and providall@onomic and health benefits to
disadvantaged communities. This program provideslihg for a combination of community
driven climate projects, such as transit-orientegvetbpment, water-energy efficiency
installations, and urban greening, in a single imeaghood.

This funding would support the purchase of 110 taltal fire engines in 2018-19, and six
positions and other resources to maintain and fiuel additional engines in 2018-19 and
ongoing.
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4)

5)

6)

7)

California Conservation Corps: Energy Corpslhe Governor’s budget proposes that Item 3340-
001-3228 be increased by $6 million and 27 posititm continue the Energy Corps Program,
which provides job training and work experienceymung adult corps members through the
completion of energy and water conservation awatt$ projects in public buildings. Beginning in
FY 2013-14, the Energy Crop was supported by fundiom the Clean Energy Jobs Act
(Proposition 39), which expires in FY 2018-19.

California Energy Commission.The Governor’s budget proposes that Items 33603228 and
3360-101-3228 be added in the amounts of $25 miliod $38 million respectively for the
following purposes:

a) Low Carbon Fuel Production. $25 million to provide incentives for in-stateohiels
production in support of the Low Carbon Fuel Staddarhis proposal will invest funds in the
construction and demonstration of commercial sba&el production facilities, including the
production of gasoline substitutes such as ethattiekel substitutes such as biodiesel and
renewable diesel, and gaseous fuels such as biarmeethirhese types of projects produce fuels
that result in up to 165 percent lower carbon eimiss compared to petroleum diesel and
gasoline.

b) Agricultural Energy Efficiency Program. $34 million for grants that reduce energy costs,
increase efficiency, and reduce GHG emissions m fittod processing sector. Funded
technologies will be reliable, have potential fopdd sector adoption and help contribute to
meeting the state’s energy efficiency and GHG eimmsseduction goals.

c) Renewable Energy.$4 million to provide grants for the installatiof cost-effective on-site
renewable energy for agricultural operations lotate disadvantaged communities.

Department of Forestry and Fire Protection (CalFiye Healthy and Resilient Forests.The
Governor’s budget proposes that Iltem 3540-001-3#28dded in the amount of $160 million and
19 positions to support forest improvement, firevention, and fuel reduction projects and that
Item 3340-001-0318 be increased by $5 million tieeot reimbursements from CalFire to the
California Conservation Corps for implementatiorfarest health projects.

In recognition of tree mortality impacting the statforestland and climate change continuing to
lengthen the wildfire season, CalFire will fund jexds that reduce fuel loads, decreasing the
intensity of wildfires and potential impacts to ewheds and communities.

Air Resources Board (ARB): The Governor’s budget proposes that Items 39003HK28 and
3900-102-3228 be added in the amounts of $592amilind $200 million respectively for the
following purposes:

a) Agricultural Diesel Engine Replacement and Upgrade$102 million to provide incentives
for farmers and agricultural businesses to repkdsting diesel, agricultural vehicles and
equipment with the cleanest available diesel oramded technologies. Emissions from
agricultural equipment are a significant sourceaiofpollution, especially in the San Joaquin
Valley, and reducing these emissions is criticalni@eting federal ozone and particulate matter
air quality standards.
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8)

9)

b)

d)

f)

Clean Trucks, Buses, and Off-Road Freight Equipmen$160 million to provide incentives
for zero emission trucks, transit buses, and zersson freight equipment in the early stages
of commercialization. These funds will also beikde for the Carl Moyer Program, which
will offset the redirection of tire fee revenuestgpport the Department of Fish and Wildlife.

Enhanced Fleet Modernization and Other Equity Pragns. $75 million to provide equity-
focused investment that increase access to claaggortation for low-income households and
disadvantaged communities. Specific projects mhelwoluntary car scrap and replace, car
sharing, van pools, and rural school bus replacémen

AB 617 Community Air Protection.$250 million to provide grants for early incemtiactions

to reduce both stationary and mobile source enmmssio communities identified as heavily
impacted by air pollution. Pursuant to AB 617 (&arcia), Chapter 136, Statutes of 2017,
ARB will identify at-risk communities and key meass to reduce neighborhood pollution.
This proposal provides funding to strategicallyuesl both criteria and toxic emissions in the
identified communities.

Technical Assistance to Community Groups$5 million for Community Assistance and
Innovative Resources Grants to provide technicaistsce grants to community-based
organizations to participate in the AB 617 processluding the development of community
emission reduction plans.

Clean Vehicle Rebate Project$200 million to provide rebates to California resits for the
purchase or lease of new light-duty zero-emissiehictes (ZEVs) and plug-in hybrids,
including $25 million for incentives for low-incomeonsumers. This proposal will provide
$200 million annually through 2025, reflecting thate’s commitment to achieve its ZEV
target. As the number of ZEVs purchased increasestime, ARB will revise the program’s
income eligibility requirements to target moderated low-income consumers that are most
influenced by the availability of the rebates.

Department of Resources, Recycling, and RecoverglReécycle): Waste Diversion. The
Governor’'s budget proposes that Item 3970-101-3#2&dded in the amount of $20 million to
provide financial incentives for infrastructure ifdes that divert waste form landfills, which wil
reduce methane emissions. Projects include comgoestnaerobic digestion, and fiber, plastic,
and glass recycling facilities.

Department of Food and Agriculture.The Governor’'s budget proposes that Iltem 8570-1283
be added in the amount of $104 million for thedwling purposes:

a)

b)

Methane Reduction.$99 million for the Dairy Digester Research anevBlopment Program
and Alternative Manure Management Program to redunethane emissions. Methane is 25
times more potent as a GHG compared to carbondaboxiThe Dairy Digester Research and
Development Program offers grants to dairies tdwwapmethane to be used for transportation
fuels and clean energy production. The Alternatl@ure Management Program provides
financial incentives to dairy farms to implemennrdigester manure management programs to
reduce methane emissions.

Healthy Soils Program. $5 million to provide financial incentives to faers to implement
conservation agriculture management practicesgbatiester carbon, reduce GHG emissions,
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and improve soil health. This program is the firsthe world to directly relate agricultural
management practices to quantitative GHG emissdaoations and promote the development
of healthy soils on California’s farmlands and rtalaads.

10)Control Section 15.14.The Governor’'s budget proposes that Control 8ectb.14 be added to:

a) Authorize the Department of Finance to proportignegduce appropriations from GGRF upon
determination that cap-and-trade proceeds are watlable to sufficiently support non-
exempted appropriations;

b) Exempt new programs from the Administrative ProcedAct; and,

c) Specify that GGRF supporting the manufacturing ¢eedit is considered “off-the-top” for
purposes of calculating the continuous appropmatio

Background. State Law Establishes 2020 and 2030 GHG LimifBhe Global Warming Solutions
Act of 2006 (AB 32 (Nuiez and Pavley), Chapter 48&tutes of 2006), established the goal of
limiting greenhouse gas (GHG) emissions statewad2900 levels by 2020. Subsequently, SB 32
(Pavley), Chapter 249, Statutes of 2016, estaldisgtireadditional GHG target of reducing emissions
by at least 40 percent below 1990 levels by 208RB is required to develop a Scoping Plan, which
identifies the mix of policies that will be used ashieve the emission targets and update the plan
periodically.

AB 398 Extended Authority to Implement Cap-and-Tradedm 2020 to 2030.0ne policy the state
uses to help ensure it meets these GHG goals iamm#ytrade. AB 32 authorized ARB to implement a
market-based mechanism, such as cap-and-tradeygthrd020. AB 398 (E. Garcia), Chapter 135,
Statutes of 2017, extended ARB’s authority to ofgetap-and-trade from 2020 to 2030 and provided
additional direction regarding certain design feagwf the post-2020 program.

Cap-and-Trade Designed to Limit Emissions at Lowé€Xist. The cap-and-trade regulation places a
“cap” on aggregate GHG emissions from large GHGttensi, such as large industrial facilities,
electricity generators and importers, and trangpior fuel suppliers. Capped sources of emissions
are responsible for roughly 80 percent of the ®a&#1Gs. To implement the program, ARB issues a
limited number of allowances, and each allowancesegentially a permit to emit one ton of carbon
dioxide equivalent. Entities can also “trade” (land sell on the open market) the allowances inrorde
to obtain enough to cover their total emissions.

From a GHG emissions perspective, the primary adgenof a cap-and-trade regulation is that total
GHG emissions from the capped sector do not extteedumber of allowances issued. Some entities
must reduce their emissions if the total numbealtdwances available is less than the number of
emissions that would otherwise occur. From an egoo perspective, the primary advantage of a
cap-and-trade program is that the market setscae fpor GHG emissions, which creates a financial
incentive for businesses and households to impletherdeast costly emission reduction activities.

Some Allowances Auctioned, Some Given Away for Frédout half of the allowances are allocated
for free to certain industries, and most of the aemmg allowances are sold by the state at qugrterl
auctions. Of the allowances given away for freestrare given to utilities and natural gas supsglier
ARB also allocates free allowances to certain energensive, trade-exposed industries based on how
much of their goods (not GHG emissions) they predurc California. This strategy is intended to
minimize the extent to which emissions are shifted of state because companies move their
production of goods out of California in responeehtgher costs associated with the cap-and-trade
regulation. The allowances offered at auctionssatd for a minimum price—set at $14.53 in 2018—
which increases annually at five percent plus tidta
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State Revenue Generally Used to Facilitate GHG Retthns. The state collected about $6.5 billion
in cap-and-trade auction revenue from 2012 thro2fa7. Money generated from the sale of
allowances is deposited in GGRF. Various statutested over the last several years direct the tise o
auction revenue. For example, AB 1532 (Perez), &n&@07, Statutes of 2012, requires auction
revenues be used to further the purposes of ARJ&der state law, revenues must be used to faeilitat
GHG emission reductions in California and, to theéept feasible, achieve other goals such as
improving local air quality and lessening the ef§eof climate change on the state (also known as
climate adaptation).

Current Law Allocates Over 6@ercent of Annual Revenue to Certain Programdnder current law,
annual revenue is continuously appropriated asvi@! 1) 25 percent for the state’s high-speed rail
project; 2) 20 percent for affordable housing anstainable communities grants (with at least hé&lf o
this amount for affordable housing); 3) 10 perceot intercity rail capital projects; and,
4) Five percent for low carbon transit operatioms. addition, AB 398 and subsequent budget
legislation created the following ongoing GGRF edlbons:

- Backfill Revenue Loss from Expanded Manufacturingales Tax ExemptionAssembly
Bill 398 extended the sunset date from DecembeRB@22 to July 1, 2030 for a partial sales tax
exemption for certain types manufacturing and neseand development equipment (hereafter
referred to as the “manufacturing exemption”).|#oaexpanded the manufacturing exemption
to include equipment for other types of activitisgch as certain electric power generation and
agricultural processing, through July 1, 2030. & as amended by subsequent budget
legislation, also directs the Department of Fina(@@®F) to annually transfer cap-and-trade
revenue to the General Fund to backfill revenusdssssociated with these changes.

« Intent to Backfill Revenue Loss from Suspension 8fate Fire Prevention FeeAssembly
Bill 398 suspended the state fire prevention feenfduly 1, 2017 through 2030. The fee was
previously imposed on landowners in State RespaitgiBreas (SRAs), and the money was
used to fund state fire prevention activities irest areas. The bill also expressed the
Legislature’s intent to use cap-and-trade reveoueackfill the lost fee revenue and continue
fire prevention activities. Subsequently, the FYL24.8 budget provided $80 million from the
GGRF to backfill lost SRA fee revenue.

Past budgets have also allocated about $30 milngoing to various agencies—primarily ARB—to
administer GGRF funds and other air quality aateit

Legislative Analyst’'s Office (LAO). Proposal Similar to FY 2017-18 Spending Plarthe FY
2018-19 proposal would fund many of the same progréhat received funding in the FY 2017-18
budget. The most significant differences in theZod8-19 proposal include:

« Less Funding for Freight and Heavy-Duty Vehicle leatives. The proposal includes
$160 million for freight and heavy-duty vehicles,half of what was provided in FY 2017-18.
This represents the largest year-over-year deciedsading for any program.

« Provides $20 Million for Integrated Climate Investmt Program. The plan provides
$20 million to the Governor's Office of Businessdafconomic Development for the
Integrated Climate Investment Program, which witbypde funding through the existing
California Lending for Energy and Environmental NeeCenter. This program provides
financing for private sector infrastructure progedhtended to reduce GHG emission and
improve climate resilience, such as energy efficyerand water conservation. The
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administration also intends to explore ways to tlgv@ew financing mechanisms for similar
types of projects.

- Expands and Modifies Climate Change and Energy Rasd Program. The proposal
includes $35 million for the Office of Planning aR@&search to provide grants for research and
development of innovative GHG reduction and climedaptation technologies. This amount is
$24 million more than was provided in FY 2017-18.addition, the Administration intends to
focus on technologies that are in earlier stagessd#garch and development.

» Backfills Certain Special Funds That Are Used fortker Activities. The plan includes
$25 million for CEC to support low-carbon fuel ptmtion, which is currently funded through
the Alternative and Renewable Fuel Vehicle Techgwléund (ARFVTF). It also provides
$26 million to ARB for the Carl Moyer Program (inded as part of the grants for local air
pollution reductions), which is currently fundedratgh the Air Pollution Control Fund
(APCF). These allocations do not reflect a net gean spending for these activities. Instead,
they backfill the special funds that previously gogied these activities because the
administration proposes to redirect these speciatld to other purposes. Specifically, the
administration proposes to redirect ARFVTF resosirice fund additional ZEV infrastructure
and APCEF resources to address the structural sHortthe Fish and Game Preservation Fund.

Includes $232Million in New Multiyear Funding Commitments. Most of the proposed discretionary
expenditures are one time, but some programs wmddive multiyear funding. These multiyear
programs are: (1) $200 million annually over eigbars to continue light-duty ZEV rebates, including
$175 million for the Clean Vehicle Rebate Projead a25 million for incentives for light-duty
vehicles for low-income consumers; (2) about $2Bioni for the Carl Moyer Program backfill
through at least 2023; and (3) $6 million annuatlythe California Conservation Corps (CCC) to
continue energy efficiency activities in the Enefgyrps program. The Proposition 39 (2012) revenue
transfers to the CCC for the Energy Corps prograpire in 2017-18.

Governor's Plan Spends Almost All of Estimated Ahkaile Funds. The Governor’'s plan spends
nearly all of the funds it estimates will be avhal&athrough FY 2018-19, leaving a fund balance of
about $20 million at the end of the budget yeao. afidress the risk that actual revenue is lowar tha
estimated and ensure fund solvency, the Administrgiroposes budget bill language that gives the
Department of Finance authority to proportionattduice most FY 2018-19 discretionary allocations if
auction revenues are not sufficient. The propaksd specifies that DOF could not reduce allocation
to programs administered by ARB, healthy forestsl, the Energy Corps program.

LAO Recommendations. Ensure Allocations and Legislative Direction Are @sistent with
Legislative Priorities. LAO recommends the Legislature allocate funds tmgymms that are likely to
achieve its highest priority policy goals, whichutbinclude GHG reductions, as well as such things
as local air pollution reductions and/or climat@gtétion. The Legislature will also want to ensine
statutory direction for GGRF spending aligns witie tporimary policy goals of each program. This
would help ensure that departments structure pnogrand prioritize projects that help achieve the
Legislature’s goals most effectively.

Direct Administration to Report on Key Program Infmation. LAO recommends the Legislature
direct the Administration to report at budget hegsion a variety of issues, including (1) The exgec
outcomes associated with each program that wowleive funding in the budget, such as estimated
overall costs and benefits; (2) The outcomes thattiag programs have accomplished so far; and
(3) How new programs will be structured, includithg process and criteria that will be used to $elec
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Brief history of HSRA and prior Business Plans

The HSRA was established in 1996 (SB 1420, Kopp, Chapter 796, Statutes of 1996) for purposes of
planning and constructing a high-speed train system to connect the state’s major population centers.
However, until voters approved Proposition 1A in 2008, authorizing the state to sell up to $9.95 billion in
general obligation bonds for the project, HSRA lacked a significant source of funding. Proposition 1A
imposes specific requirements on the project as a condition of using the funds, including that it be capable
of achieving specified operating speeds and travel times between certain cities. Proposition 1A also limits
funding to no more than 50 percent of the construction cost of any corridor or usable segment of the
system and further requires that the system operate without a public subsidy. The project has received
approximately $3.5 billion in federal funds, including $2.6 billion in federal stimulus funds which had to
be expended by September 30, 2017. Additionally, in 2014, the Legislature authorized a portion of the

state’s annual Cap-and-Trade auction proceeds to be used for the project.

Construction of the project was to begin in the Central Valley with a 119 mile segment, known as the
Initial Construction Segment (ICS), running from Madera to an area north of Bai<ersﬁeld. HSRA
intended to construct the remainder of the initial operating segment (I0S) in segments, though high-speed
trains would not operate on the system until the entire I0S was complete. In July 2012, the Legislature
appropriated $5.85 billion ($2.61 billion from Proposition 1A and $3.24 billion from federal funds) to
complete the ICS. At the same time the Legislature also appropriated $1.1 billion for investment in the
bookends, including electrification of Caltrain between San Francisco and San Jose and various projects
to improve travel times along Metrolink’s Antelope Valley corridor between Palmdale and the San
Fernando Valley. HSRA originally planned to complete the ICS by 2017. However, due to litigation and
other delays, groundbreaking for the ICS did not occur until January 6, 2015. HSRA now expects to
complete the ICS in 2022, This segment of the project is being procured using a series of design-build

contracts.
HSRA Business Plan

Pursuant to state law, beginning in 2012 and every two years thereafter, HSRA is required to prepare and
submit to the Legislature a business plan outlining key elements of the high-speed rail project. At
minimum, the plan must include project development information, including a description of the type of
service being developed, the timing and sequence of project phases and segments, and estimated capital

costs. Tt must also include estimates and descriptions of the total anticipated federal, state, local, and other
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¢ Concepts for full funding of Phase 1.

Overall, the 2016 Business Plan pegged the total cost for Phase 1 at an estimated $64.2 billion with a
scheduled completion date of 2029, The 2016 further estimated the “Valley to Valley” line (San Jose to
north of Bakersfield) would cost approximately $20.6 billion with construction completed in 2024 and
service commencing in 2025. Lastly, the estimated cost for the 119 mile Central Valley portion was $7.8

billion.
The Draft 2018 Business Plan

Similar to the 2016 plan, the Draft 2018 Business Plan (plan) continues to focus on completing the
northbound Valley to Valley section with final completion to Los Angeles/Anaheim finished after trains
are operating between Bakersfield and San Francisco. The plan further identifies three primary categories
that have led to project cost increases since the release of the 2016 Business Plan which include: project
contingency increases, inflation, and revised Central Valley Segment project costs. Lastly, in order for
Valley to Valley to be completed, the plan calls for more certainty in funding and providing a funding

framework that allows HSRA the ability to securitize Cap-and-Trade dollars.

Valley to Valley:

" The 2018 plan builds on the 2016 Business Plan by redefining the Valley to Valley line to now start from
the 4™ and King Caltrain station in San Francisco and end in downtown Bakersfield. In switching the I0S
construction northbound, the 2016 Business Plan identified the new 10S to provide service between San
Jose and a temporary station north of Bakersfield off Poplar Avenue near Shafter. The 2018 plan asserts
that redefining the Valley to Valley line from San Francisco to Bakersfield will generate higher revenue
due to stronger ridership potential than the previous line identified in the 2016 plan. The 2018 plan
claims that with increased ridership, the potential for higher revenue can provide another funding source
to assist in completing Phase 1 into Southern California. Based on the plan, the 119 mile Central Valley
segment (Madera to Poplar Ave.) is scheduled to be completed in 2022, The plan also diverges from the
2016 plan by proposing to continue construction south to Bakersfield and also expanding electrification
of the Caltrain corridor to Gilroy (currently only planned from San Francisco to San Jose Diridon station).
This approach will allow for dual operation of express service in both the Central Valley and Silicon
Vailey by 2027, leaving the connecting tunnel through the Pacheco Pass to be constructed as future

funding sources are identified.
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Tunnels:

As specified in the 2018 plan, the connecting Pacheco Pass tunnels coupled with the Merced Wye will be
the final portions to be constructéd and serve as the last critical link to complete the Valley to Valley
segment. It’s important to note that, on top of significant costs, the 15.2 miles of tunneling through the
pass also encompasses a variety of environmental planning, geotechnical, and scheduling challenges. The
plan identifies the total estimated cost of the 46 mile segment from Gilroy to Carlucci Road (which
includes tunneling) to range anywhere from $8.1 to $13.3 billion as seen in table 3.9 on page 40 of the
plan. This range also serves as the approximate funding gap necessary to complete the last portion of the
Valley to Valley segmeént. A key difference between the 2016 and 2018 Business Plans is that the 2018
plan provides detail as to which portions of the Valley to Valley segment will be complete whereas the
2016 plan merely indicated that construction would now be carried out northbound to San Jose rather than

southbound to Los Angeles/Anaheim.

Updated cost estimates:

The 2018 plan provides updated project cost estimates for the high-speed rail project. In comparison to
the 2016 Business Plan, both the project costs and project schedules have increased and been extended. A
notable change from the 2016 plan is that the 2018 plan now displays the project costs for each segment
in fanges to reflect uncertainties and various risks. The plan notes that as each segment continues to Be
developed through the completion of environmental planning and design, right-of-way acquisition, etc.,
over time, HSRA will be able to provide more accurate estimates of each project segment, Below is a

table with the cost ranges and projected completion dates as identified in the 2018 plan.

~ Cost Range Completion Date Segment
$63.2 - $98.1 billion 2033 Phase 1 (S.F. to L.A./Anaheim)
$25.1 - $36.8 billion 2029 Silicon Valley to Central Valley Segment
$10.1 - $12.2 billion 2022 Central Valley Segment (119 miles)

The draft plan acknowledges that the identified Proposition 1A, Federal, and Cap-and-Trade funding will
cover most of the Valley to Valley segment leaving only the Pacheco Pass tunnel to require an additional

funding source. In order to close the gap, the plan asserts other revenue sources will need to be identified
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such as ridership concessions and/or future federal funds that can be used to complete both Valley to
Valley and Phase 1 construction. Lastly, the plan suggests that future legislation will also be needed to
allow HSRA to securitize Cap-and-Trade funding in order to ensure the Authority is able to meet its

project schedules.

Long term funding challenges:

While the 2018 plan lays out how existing funds will be used for the Central Valley and overall Valley to
Valley segment, HSRA will face significant funding challenges in the near future. For example, while
several options are provided, the plan does not identify a definite funding source to complete Phase 1 to
Los Angeles/Anaheim. The plan details the challenges with constructing a megaproject of this nature
with limited bond funds and “pay-as-you-go” (pay-go) Cap-and-Trade funding. Proposition 1A
authorizes approximately $9 billion in general obligation bonds to be used for the entire project while
Cap-and-Trade auctions have generated approximately $500 million annually to be used on the project.
So far, HSRA has received $1.036 billion in Cap and Trade funds, To put these figures into perspective,
the 2018 plan’s updated cost estimates of the Central Valley segment alone will cost anywhere between

$10.1 to $12.2 billion.

The 2018 plan clearly identifies the existing revenues sources and the amounts of federal, bond, and state
dollars that have already been expended. However, to cover some of the funding shortfalls, the plan
assumes cap and trade revenue will continue until 2050, which, under existing law, remains in effect until
2030.  Furthermore, while the Legislative Analyst has forecasted HSRA Cap-and-Trade allocations
ranging from $2 to $4 billion in 2018 to $2 to $7 billioﬁ in 2030, overall, Cap-and-Trade revenues have
proven to be a volatile source of funding. The abovementioned forecast range would result in HSRA
receiving anywhere from $500 million to $1 billion in 2018 alone. For purposes of making financial
assumptions and forecasting, in order to establish a reasonable benchmark, HSRA assumes the project
will receive somewhere from $500 to $750 million annually from the Cap-and-Trade program. However,
the 2018 plan proposes to remedy some of these funding challenges by assuming a mechanism will be in
place to allow HSRA to securitize Cap-and-Trade dollars in order to provide a long-term and stable
financing plan for the project rather than “pay-go”. The plan also calls on the Legislature to enact
legislation at some future time to extend the Cap-and-Trade program to 2050 and authorize HSRA to

establish this financing framework.

Economic Benefits:
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3810 Santa Monica Mountains Conservancy

22)Local Assistance Appropriation of $100,000 from ELF. The Governor’'s budget proposes an
appropriation of $100,000 ELPF for Outdoor Envir@mal Education program funding in FY
2018-19.

The Naturalist Explorer Leadership Program is a p@hnensive environmental education and
youth leadership program that introduces youngtadubm disadvantaged communities to the
outdoors and trains them as interpretive natusali$he program focuses on the natural and
cultural history of the Santa Monica Mountains amtourages the development of teamwork,
leadership, and interpretive skills.

The Budget Act of 2017-18 appropriated $20,000tlds purpose, which help to facilitate three
naturalist explorer units, each with 12-15 paraégifs. This request seeks to continue and expand
the program.

3855 Sierra Nevada Conservancy

23)Proposition 84 New Appropriation — Local Assistanceand Support Funding. The
Governor’s budget proposes Proposition 84 appropns for the following: (1) $300,000 for
local assistance FY 2018-19; (2) $52,000 for PnogEzelivery for FY 2018-19; and, (3) $40,000
for Planning and Monitoring for FY 2018-19 and F¥18-20. The proposal includes reversion of
the remaining balances for Program Delivery fromZ046-17 and FY 2017-18.

3125 California Tahoe Conservancy

24)Aquatic Invasive Species and Forest Health Strategi Leadership and Support The

Governor's budget proposes $345,000 ($195,000 Bitmo 1, $100,000 Federal Trust Fund, and
$50,000 Lake Tahoe Science and Lake Improvemenoukdy annually for three years and two
positions. The conservancy will use the requekiading for two senior environmental scientists
to continue to lead and provide strategic leadprshii the Lake Tahoe West Restoration
Partnership (LTW), an interagency, landscape-lelaege scale (60,000 acres) forest ecosystem
restoration planning and implementation projectttom west shore of Lake Tahoe. Funding will
also be used to contract for outside planning aaditoring supplemental services and expertise to
support the aquatic invasive species and LTW inia. The proposal also includes language to
revert $585,000 in Proposition 1 planning and narinig funding from FY 2015-16 to support this
request.

The Environmental Improvement Program (EIP) is Tladoe basin’s strategy for protecting and

restoring ecosystems and watersheds. The EIP,\lathdb Tahoe Conservancy, is a partnership
between over 50 federal, state, and local agemcidgrivate partners. The Tahoe Conservancy is
also the lead entity for the Lake Tahoe West Rasitor Partnership, an interagency, landscape-
level, large scale (60,000 acres) forest ecosysestoration planning and implementation project

on the west shore of Lake Tahoe.
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25)Conceptual Feasibility Planning. The Governor’'s budget proposes a total of $43D($90,000
from Proposition 12, $78,000 from the Habitat Conaton Fund, and $282,000 from funds on
deposit in the Federal Trust Fund) for conceptadl feasibility studies. The funds will be used for
conceptual development of new conservancy capitlhy project proposals and opportunities.
This proposal also includes a reversion of $9000& the unencumbered balance of Item 3125-
301-0005, Budget Act of 2014.

In 1997, the State of California joined the StateNevada, the Federal Government, the Tahoe
Regional Planning Agency, and other partners inomroitment to fund and implement the
Environmental Improvement Program (EIP). The EIfhis Tahoe basin’s strategy for protecting
and restoring ecosystems and watersheds.

The EIP originally identified $908 million worth gdrojects in the initial 10-year period. An
updated EIP in 2010 identified $2.4 billion worthprojects. California's funding commitment for
the second phase of the EIP is identified at aitiaddl $415 million.

26)Local Assistance Grants for Aquatic Invasive Specge and Nearshore Projects. The
Governor's budget proposes an augmentation of $000in local Assistance funding from the
Lake Tahoe Science and Lake Improvement AccounEYn2018-19 and FY 2019-20. The
augmentation would increase local assistance fgnlom the account from a current baseline of
$350,000 to a total of $450,000 for two years. sehfunds will be used for control of an aquatic
Invasive Species and other nearshore activities.

Aquatic invasive species control is a high priofily the Tahoe basin. In response to this priority,
the Conservancy is responsible for coordinating grahting Lake Tahoe Science and Lake
Improvement Account funds for nearshore aquati@sixe species projects. The current aguatic
invasive species implementation plan has identifieer $9.5 million in funding needs.

27)Minor Capital Outlay. The Governor's budget proposes $700,000 ($204f60Ghe Tahoe
Conservancy Fund and $496,000 from funds on depogihe Federal Trust Fund) for minor
capital outlay projects. The funds will generdilg used for the design and implementation of
minor improvements needed to secure the sites m$ezwancy acquisitions and allow for their
management for open space and water quality protegburposes. This could involve
improvements to control erosion, and to protedtar® and enhance natural characteristics. Funds
may also be used for upgrades on developed fasiliteeded to meet Americans with Disabilities
Act (ADA) requirements. This proposal also inclada reversion of $204,000 from the
unencumbered balance of Item 3125-301-0568, Budigedf 2014.

28)Opportunity Acquisitions. The Governor’'s budget proposes $200,000 ($111f@00 the Lake
Tahoe Acquisitions Fund and $89,000 from funds epodit in the Federal Trust Fund) for a
blanket of funds for pre-acquisition activities afod full fee acquisition or interested therein, of
strategic acquisitions in roadless subdivisionghtpriority watersheds, lakefront areas, and other
environmentally sensitive or significant resouraeas in the Lake Tahoe Basin area. This
proposal also includes a reversion of $111,000 fileenunencumbered balance of Item 3125-301-
0720, Budget Act of 2014.

29)Upper Truckee River and Marsh Restoration Project. The Governor’s budget proposes a total
of $9.07 million for the construction phase of tipper Truckee River and Marsh Restoration
Project. The project will restore natural processad functions of conservancy-owned or
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controlled lands within the Upper Truckee River Btar Improvements will enhance the area’s
ecological values and water filtering capacity, wd complimentary and appropriate level of
recreation infrastructure. The total project cestimate is $10.37 million. The proposal also
includes a total reversion of $1.709 million frorhet unencumbered balances of various
appropriations from FY 2014-15 through FY 2017-18.

3110 Tahoe Regional Planning Agency (TRPA)

30)TRPA Salary Merit Review Increases. The Governor’s budget proposes an increase gD$d4
for staff salary merit review increases to matdiiestemployee increases. TRPA is not in the
California budget system, where compensation chaagtématically adjust budgets. California’s
baseline contribution to TRPA has not increasedstaff costs for many years. Staff has not
received any general pay increases for four yedtse BCP process is the only vehicle to match
California-wide compensation changes. This wilbwal the Agency to increase staff salaries to
maintain parity with the California pay schedules.

The recent Nevada budget cycle (two-year budgete@ddnoney to TRPA'’s allocation to cover
salary increases for a total of $36,795 for Fistedr 2018-19. This increase was conditioned on
California contributing in the 2:1 ratio called fior the TRPA Compact. Combined, the California
and Nevada funding will provide for merit increaségust under 3 percent for staff paid out of the
Environmental License Plate Fund. Grants and fes= will provide increases for the balance of
the staff.

3460 Colorado River Board of California

31)Administrative Unit Office Technician Position. The Governor’'s budget proposes to make one
(1) permanent, full-time Office Technician (OT) g to address the increasing workload
associated with routine and basic clerical funcionthe CRB Administrative Unit. This proposal
can be absorbed within the existing reimbursematitasity. Currently, the CRB’s clerical work
is absorbed by the Staff Service Manager, Assodidgernment Program Analyst, and Staff
Services Analyst. There is currently no OT posiiio the CRB Administration Unit.

3100 California Science Center

32)Increase Reimbursement Authority. The Governor's budget proposes a $157,000 incraase
reimbursement authority; increasing the currenhaation from $800,000 to $957,000. This
increase is related to higher utility costs andmgounded Consumer Price Index increase to the
Joint Operational Agreement between the SciencdeCemd the Los Angeles Unified School
District.

33)Increase Temporary Help.The Governor’'s budget proposes an increase of ,8Q@5n ongoing
Exposition Park Improvement Fund to increase CAAN&porary Help beginning in 2018-19.
CAAM has seen a significant increase in attendanocexhibits and programs that have created
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staffing challenges. The galleries need to be rsigel at all times to welcome its guests and
patrons, to protect CAAM’s substantial art colleas, and for public safety.

34)Increase Office of Exposition Park Management Reimirsement Authority. The Governor’s
budget proposes an increase of $435,000 in reiramest authority for Fiscal Years 2018-19 and
2019-20. These funds will be used to provide Gatifa Highway Patrol law enforcement services
at Exposition Park during National Football Leagaene days.

35)Amendment to Budget Bill Item 3100-001-0267, Supptr A Spring Finance Letter proposes the
following increases in the Exposition Park ImproweshFund:

a) Automated Parking Services. $800,000 to provide for the purchase and instalatof
automated parking infrastructure in Exposition PaAutomated parking systems would help
modernize the park, improve visitor experience, aredprojected to increase revenue.

b) Portable Light Tower Rental. $100,000 for portable light tower rentals. Thiading would
provide increased safety to pedestrian and vehidufic in poorly illuminated areas of
Exposition Park.

c) South Lawn Vehicular Protection. $60,000 for the acquisition and installation of loeus
across the South Lawn of Exposition Park to protesitors against vehicular assault. The
Department of Homeland Security (DHS) conductedaasessment of Exposition Park and
identified the South Lawn as being at risk for weltar assault. The installation of submerged
boulders would meet the DHS recommendations to dgrttee issue.

Staff Recommendation: Approve all vote-only items as budgeted.
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| SSUES FORDISCUSSION

3340 California Conservation Corps (CCC)

Issue 36 — Corpsmember Counseling, Case Managemeantd Transition to College, Career or
Training

Governor's Proposal. The Governor's budget proposes $1.1 million in E§18-19 ($600,000
General Fund and $491,000 CDRA) and $1.8 milliogaamg ($970,000 General Fund and $794,000
CDRA) to fund 14 Associate Governmental ProgramIysta(AGPA) positions and consultant costs
to strengthen the career pathway of Corpsmembeslliege, career or advanced training by providing
case management services and mental health anduscdsibuse counseling.

Background. CCC provides young adults work experience and edigcel opportunities The CCC
recruits young people from across the state and fiiverse backgrounds. CCC program participants,
referred to as corpsmembers, are between the dg&8 and 25 (and veterans to age 29). Many
corpsmembers enter the CCC with limited job slalhel experience. Approximately 30 to 40 percent
do not have high school diplomas or the equivalent.

Corpsmembers work on projects that conserve andowepthe environment. They also provide
assistance during natural disasters. Work projects sponsored by various governmental and
nongovernmental agencies that reimburse CCC fowtrk performed by corpsmembers.

Some corpsmembers live in the residential facditieat serve as a hub of CCC service delivery.
Typical activities include academic and technicalning, as corpsmembers pursue educational and
career development goals. After successfully cotmgea year, corpsmembers are eligible to receive a
scholarship toward continuing education or trainiBg combining work experience, education, and
other training, the CCC's goal is to develop prdisreccitizens ready to enter the workforce. The CCC
anticipates serving about 1,450 corpsmembersifa-in 2018-19 at its 14 districts throughout the
state.

Corpsmembers Receive Career Development Trainin@TE Corpsmembers are currently required
to take a 36-hour career development course thantended to prepare the corpsmembers for
employment or continuing education following th€i€C service. The curriculum is designed to teach
corpsmembers how to (1) assess their job skills;pf2pare job applications, resumes, and cover
letters; (3) organize their job search; and (4)cead at interviews and at work. The CCC’s goabis t
provide CDT training modules three to four timeswaally to ensure all corpsmembers have the
opportunity to complete the curriculum.

Mental Health and Substance Abuse Issues Can Aff€drpsmembers.According to CCC, some
risk factors that affect corpsmembers’ successG& nhclude economic hardships, tumultuous family
life, alcoholism, drug addiction, and mental hea#tfues such as depression and anxiety. In 2016-17,
19 percent of corpsmembers were terminated fortivegeeasons (such as alcohol and drug issues,
insubordination, fighting, violence, absence withtmave, and a variety of other conduct and mental
health issues), and 16 percent cited personal measoich as medical issues, family responsibilities
and other family-related issues) as their reasofefving CCC.
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The Governor’s proposal seeks to provide additiosapport to corpsmember3his proposal seeks

to enhance corpsmembers’ professional and pergpoath by providing transition support services,
mental health and substance abuse counseling.raihgition support will build on an existing career
development course offered at the CCCs. The CC®e mmtends to consult with counseling
contractors and counseling interns to provide meh&alth and substance abuse counseling and
referral.

LAO Recommendation. LAO recommends the Legislature modify the Govermgsroposal to
provide three-year funding, rather than ongoingdfog, for transition services for corpsmembers and
require CCC to prepare a report that will bettéonm the need for such services on an ongoing basis
LAO also recommends the Legislature approve thepgmed funding to improve access to mental
health and drug and alcohol dependency counseling.

Staff Comments. CCC provides corpsmembers with work experienceeghatation to enhance their
professional horizons and personal growth. Inclgdiareer pathway services and mental health and
substance abuse counseling to corpsmembers’ tgaguald additionally enrich their experience and
provide a more well-rounded approach to the CCO&sion. However, staff agrees with the LAO’s
recommendation to provide limited term funding ataff for the transition services and require CCC
to report on the efficacy of this service beforencaitting to funding on a permanent basis.

Staff Recommendation Approve transition services staff on a threerygmnited-term basis, adopt
placeholder trailer bill language to require CCCptovide the Legislature with an annual report on
corpsmember outcomes by 2020, and approve thestgueesources for mental health and substance
abuse consulting services as proposed.
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Issue 37 — New Capital Outlay Proposals

Governor’s Proposal. The Governor’s budget proposes four new capitdbgydrojects as follows:

1) Residential Center, Auberry: New Residential Cente $4.885 million General Fund to acquire
($2.847 million) and start preliminary plans ($208iillion) to renovate the existing Auberry
Elementary School for a new residential centerim €ity of Auberry in Fresno County to meet
programmatic needs.

2) Residential Center, Greenwood: New Residential c&r. $3.172 million General Fund for
preliminary plans to replace the existing Greenwdtebidential Center (located in EI Dorado
County), which was constructed in the 1980s, taeskistructural and functional deficiencies.

3) Residential Center, Los Pifios: New Residential Cégr. $1.725 million General Fund for
preliminary plans to renovate the existing Los Bifi®esidential Center (located in Orange
County), which was built in 1966, to address fumeéll and structural deficiencies.

4) Residential Center, Yountville: New Residential Ceter. $200,000 General Fund in FY 2018-
19 for the study phase to renovate an existing wcaree at the Veterans Home of California-
Yountville (located in Napa County) to meet prognaatic needs.

Background. CCC Facilities CCC operates 24 facilities in urban and rural srgtatewide, eight
residential centers and 16 nonresidential facdit@own as satellite facilities. The typical resitial
center includes a dormitory, dining room and kitthadministrative offices, recreational facilities,
classroom space, and warehouse space. The realdsgmiers normally house between 80 and 100
corpsmembers. About 644 corpsmembers (44 percérg) ih residential centers. About 806
corpsmembers (56 percent) report to nonresideriatiers.

Proposed Expansion Designed to Achieve Multiple GoalThe Administration argues that the
proposed expansion will achieve multiple goalsstriresidential centers allow access to the CCC
program for young adults from all parts of the estaiot just those that live within commuting digt@an

of a nonresidential center. Corpsmembers mustdffatdable housing within commuting distance of
a nonresidential center. This can present a barrieggions where the cost-of-living is relativedigh
(such as Napa).

Second, CCC states that residential centers offegndnanced level of service than its nonresidential
centers by (1) providing a structured environmefiermmg full immersion in work projects and
educational programs, (2) offering stability andcwséy, (3) providing many opportunities for
community engagement and personal development(4grallowing CCC to respond more quickly to
requests for emergency assistance. According to,C€dential centers also provide more time for
corpsmembers to dedicate to academics, in pargulsecthey spend less time commuting. CCC has
provided some limited data to show that corpsmemimeschool at residential centers achieved greater
gains in math and reading levels than their copaigs in nonresidential centers. The department als
states that residential center corpsmembers are likety to participate in community service prdgc
than nonresidential center corpsmembers.
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Third, CCC states that the proposed expansion wallddv it to better meet the needs of the local
communities by having more corpsmembers and offearesidential center program in additional
areas of the state.

Budget Act of 2016 Approved the Initial Phase of rEe New Residential Center$he Governor’'s
budget in FY 2016-17 proposed a major expansioth@fCCC's residential centers. The plan at the
time proposed a combined total of $171 million othex next five years from the General Fund and
lease-revenue bond funds to design and construet rfew residential centers, replace the Ukiah
residential center, and fund acquisition and prelary planning for two more residential centers.

The Budget Act of 2016 included $400,000 for thguasition phase of residential centers in Napa
($200,000), Pomona ($100,000), and Ukiah ($100,00®quisition phase costs include an
investigation of the condition of a property, swywetitle costs, appraisal fees, and staff time.

Acquisition of the Ukiah Residential Center is emtty underway. The sites in Napa and Pomona are
no longer being pursued for CCC residential centers

Staff Recommendation Hold open.
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3540 Department of Forestry and Fire Protection (@lFire)

Issue 38 — Accounting Staffing for Infrastructure Sipport

Governor’s Proposal. The Governor’s budget proposes $3.6 million tatalds ($2.3 million General
Fund, $1.2 million Reimbursements, and $100,000ci&p&unds) and 21 positions starting in FY
2018-19 to address CalFire's staffing needs to eupworkload associated with increased fiscal
activity and demands, address control agency audisduce backlogs, and to support ongoing
departmental operations.

Background. CalFire has been experiencing increased fiscal adies due to longer fire seasons
and federal requirementsCalFire has 21 field units, each with a financaffsbf one or two
employees. Unit finance staff manages the operdtiaiget of their unit, which requires the staff to
review, analyze, and process financial transactimatuding contracting, procurement and accounting
financial changes. The longer fire seasons havained)fire stations and supporting units to befethf
longer, increasing fiscal activity and demands.

Unit finance staff also manages the federal grativities at the field level. This includes anyes
reimbursed by federal funds or involving Cost ShareAssistance-By-Hire with federal agencies.
Federal requirements put in place in 2009 with Ameerican Recovery and Reinvestment Act and
other related federal regulations requires addii@ocumentation which complicates tie points and
reconciliation between timesheets, cost reportamgl programmatic reporting. This has increased the
workload of unit finance staff.

Staff Comments. Due to longer fire seasons, fire stations are etlafbr longer periods with an
increase in financial transactions to support edenand emergency operations. Coupled with
increased federal regulations and required docuatiens, this has resulted in a backlog of paperwork
and outstanding accounts receivable and payrotiwatds receivable. Continuous late payments will
cause delays in incident purchasing and in turd maigatively affect mission-critical emergency
operations.

Staff Recommendation Approve as budgeted.
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Issue 39 — CalFire/California Conservation Corps Fe Crews

Governor's Proposal. The Governor’s budget proposes a total of $9.6ionillGeneral Fund in FY
2018-19, $7.4 million General Fund ongoing, ancga4itions: 1) to make one existing fire crew at the
Butte Fire Center available to CalFire and to adddditional training Fire Captain, 2) to make two
existing fire crews at the Camarillo Fire Centeraitable to CalFire and to remedy staffing
deficiencies, and 3) to make two fire crews atRhacer Center that were temporarily funded from the
drought augmentation through December 31, 2017lablaito CalFire as fire crews. CalFire, in
cooperation with CCC, will provide additional Cak/iCCC fire crews for wildland fire suppression,
other emergency incident mitigation, and to perfdima prevention and resource management work
that has grown increasingly critical with the 12Blion dead and dying trees statewide.

Background. Fire Crews. Since 1978, CalFire and CCC have staffed firavsreith corpsmembers
and fire captains. The CalFire/CCC fire crews helpddress strategic resource gaps, reduce respons
times to emergency incidents and act as a statewst®irce during major incidents, and to meet the
need for increased local fuel reduction and firevention work projects. There are currently two
residential center locations that house CalFire/@i@Ccrews: Butte Fire Center and Camarillo Fire
Center. The Butte Fire Center is a cooperativerefietween CalFire and CCC, for which CalFire
owns the residential facility in Magalia that hosis®rpsmembers. Through these cooperative efforts
since July 1, 2016, CalFire operates three firevsrgear-round at the Butte Fire Center. The
Camarillo Fire Center is also a cooperative eff@tween CalFire and CCC, for which CCC owns the
residential facility in Camarillo that houses thmpgsmembers. Since July 1, 2009, CalFire operates
two fire crews year-round at the Camarillo Fire téen There was also temporary funding in the
calendar year 2017 from FY 2017-18 Emergency Droéghions BCP to temporarily ensure that two
fire crews are available to CalFire at the PlacentEr.

Fire crews respond to a variety of emergenciedutiol wildfires, floods, heavy snows, search and
rescue operations, and earthquakes. While assigneddfire incidents, the fire crews are utilized
primarily to construct fire lines by removing vegigbn from the path of an advancing wildfire. The
fire lines create a pathway for additional fire gigssion resources. Fire crews may also assest fir
engine crews with deployment of fire hoses overglafistances, be assigned to helicopter and
bulldozer activities, and be utilized in the logiat operations on major incidents, including
establishing the incident base for large fireste [erews are also utilized after the fire is camdi by
working through the fire and extinguishing hot-spotAfter the fire is completely extinguished, fire
crews are utilized for post-fire restoration wonljich includes rehabilitating the burned land, trep
water bars to prevent erosion, helping reseed taterahed, and undertaking other erosion control
measures. When not responding to emergenciefirehews engage in conservation and community
service work projects for state, federal, and lgmlernment agencies, including fuel reduction work

Staff Recommendation Approve as budgeted.
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Issue 40 — Emergency Command Center Seasonal Staff

Governor's Proposal. The Governor's budget proposes $9.4 million GenErald starting in FY
2018-19 for the permanent funding of 34.3 seasbmal Captain positions that were funded on a two-
year limited-term basis in FY 2016-17. The reqgeedunding and positions are needed to prevent a
reduction in current staffing levels in CalFire’snergency Command Centers in order to maintain
emergency dispatch and communication services @address the higher call volume and workload
during the busiest time of the year.

Background. CalFire Emergency Command Centers (ECC§€alFire has a total of 24 ECCs. Each

of CalFire’s 21 field units is supported by an ECKhe ECCs are then supported by two regional
Operations Coordination Centers (OCC) and, the O&€ssupported by the Sacramento Command
Center. ECCs coordinate responses to all typesdadl lincidents such as wildland, structure and
vehicle fires, medical aids, traffic collisions,sceies, public assists and regional and statewide
incidents.

Personnel assigned to ECCs receive reports of emers, allocate resources based on preplanned
response criteria, coordinate interagency incidantivities, maintain resource and personnel
accountability, provide incident support, coordemahovement of resources to ensure operational
readiness, provide internal and external infornmatand document resource and incident activity. The
role of ECC personnel during the initial phase ofircident does not cease with the dispatching of
resources. ECC personnel continue to serve asntideht Commander directing the response until
field resources arrive on scene.

Staff allocations at ECCsThe current staffing allocation for ECCs was elsshbd in 1982. ECCs
dispatched resources to 13,345 incidents in 19822014, ECCs dispatched resources to 64,138
incidents. Compared to 1982, this equates to arease of 381 percent in CalFire responses to
emergency incidents. As a full-service fire depami CalFire responds to wildland fires, structure
fires, floods, hazardous material spills, swift @atrescues, civil disturbances, earthquakes, and
medical emergencies of all kinds.

The Budget Act of 2016 provided CalFire with lindteerm funding for 34.3 seasonal fire captain
positions to increase ECC staffing and to addréssimpacts of drought and tree mortality. The
additional limited-duration fire captains enable® ffire captains to be on duty at a time for alftsh
during peak fire season.

Staff Comments. This BCP is consistent with the increased fire seeflthe state. Making the
temporary positions permanent would continue theeot staffing levels in CalFire’s Emergency
Command Centers, allow them to maintain emergetispatch and communication services and to
address the higher call volume and workload.

Staff Recommendation Approve as budgeted.
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Issue 41 — McClellan Reload Base

Governor's Proposal. The Governor's budget proposes $4 million in GehErad, six permanent
positions, and 6.1 ongoing temporary help positistasting in FY 2018-19 to staff and operate the
McClellan Reload Base. The McClellan Reload Basavides a centralized location for rapid
deployment of Large Air Tankers, Very Large Air Keans, and the California National Guard
Modular Airborne Fire Fighting Systems.

Background. McClellan Park historically used as a fuel and retdant reload baseSince 2008,
CalFire has used the McClellan Park during extrémneeactivity and/or multiple major incidents as a
retardant and fuel reload base for large air taKeATS), very large air tankers (VLATS), and
modular airborne firefighting systems (MAFFS). Apaeate air tanker base was needed because most
of CalFire’s current air attack bases cannot accodate aircraft as large as a LAT, VLAT, or
MAFFS. McClellan Park was selected because it piessia central location for reloading fuel and
retardants.

CalFire historically staffed the McClellan Reload<® with specially trained firefighters broughbm
overtime from nearby Units, leaving those UnitshwWigwer personnel available for coverage and surge
capacity. Due to the drought and extended fire@ed3alFire was provided additional funding to staf
the McClellan Reload Base from September 11 to Déee 31, 2015, from May 1 to June 30, 2016,
and again from July 1, 2016 through December 31720

Staff Comments. Providing CalFire resources to operate McClellaraasload base nine months a
year is consistent with CalFire’s historical need@kis proposal also aligns with the extended fire
activity resulting from climate change, demographand invasive species.

Staff Recommendation Approve as budgeted.

Senate Budget and Fiscal Review Committee Page 20



Senate Budget Subcommittee No. 2 April 5, 2018

Issue 42 — Capital Outlay Proposals

Governor’s Proposal. The Governor’s budget proposal includes the foltaywapital outlay projects:

1) Alhambra Valley Fire Station: Relocate Facility. $2.5 million General Fund for the acquisition
phase of this project to relocate the existing &btés/ Creek Fire Station (located in Santa Clara
County) to the Alhambra Valley Fire Station (lochtem Contra Costa County). The existing
Steven’s Creek Fire Station, which was built in 898 now functionally obsolete and structurally
deficient.

2) Higgins Corner Fire Station: Replace Facility. $900,000 General Fund for the acquisition
phase of this project to replace the existing HiggCorner Fire Station (located in Nevada
County), which was built in 1948 and now has fumredl, seismic, and structural deficiencies.

3) Intermountain Conservation Camp: Replace Facility. $500,000 General Fund for the study
phase of this project to replace the existing mtaurntain Conservation Camp (located in Lassen
County), that was constructed in 1960 and hasfsigni structural deficiencies.

4) Ishi Conservation Camp: Replace Kitchen. $383,000 General Fund for the preliminary plans
phase of this project to replace the Kitchen/dinfiagility at the existing state-owned Ishi
Conservation Camp (located in Tehama County) tlast destroyed by fire in July 2017.

5) Pardo Helitack Base: Replace Facility. $1.259 million General Fund for the preliminatgns
phase of this project to replace the existing Pafdtitack Base (located in San Bernardino
County), which does not meet CalFire’s programmagieds.

6) Perris Emergency Command Center: Remodel Facility. $70,000 General Fund for the
preliminary plans and working drawings phases & groject to remodel the Perris Emergency
Command Center (located in Riverside county), wiiak functional deficiencies.

Background. Alhambra Valley Fire Station.The Alhambra Valley Fire Station was built in 1968

a 3.5-acre site leased from the Santa Clara V#llater District in Santa Clara County and houses one
fire engine. The Budget Act of 1998 appropriateddisito replace the aged station that was becoming
functionally obsolete and structurally deficienthéelregulation which determined building setbacks
from the lake high-water line was revised by laegjulations during the design phase which led ¢o th
inability to locate and support a septic systeme Tnoject scope was no longer tenable and the
authority reverted in 2005.

Higgins Corner Fire Station.The Higgins Corner Fire Station was built in 1948 leased land in
Nevada County and houses two fire engines. In 20@8 again in 2014, the legislature authorized
$10.6 million to acquire the existing site and told a replacement station. The authority reveited
July 2016 when the original project scope changed.

Intermountain Conservation Camp.The Intermountain Conservation Camp is on 80saofeland
owned by the state in Lassen County. CalFire amdQhlifornia Department of Corrections and
Rehabilitation (CDCR) jointly operates the campjaibemploys 23 CalFire and CDCR personnel and
houses 88 inmates. The camp facility, which begasrations in 1961, is currently deteriorating with
continual upgrading and repair needs.
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The Budget Act of 2006 included $15.7 million inngbfunding for the preliminary plans, working
drawing and construction to replace the camp. Treérpinary plans were nearly completed in 2007,
but the project was halted due to necessary schpeges that led to significant cost increases. An
additional appropriation of $5.4 million was appedvin 2008 to cover the cost increases. However,
the bonds were never issued to complete this grag@ result of the downturn of the economy in
2009. The appropriations for this project ultimatexpired in 2016.

Ishi Conservation CampThe Ishi Conservation Camp is a year-round 118gecamp located on
80-acres of state-owned land in eastern TehamatZama provides fire protection for over 850,000
acres of CalFire State Responsible Areas. The dxiifchining structure at the Camp was destroyed by
fire on July 20, 2017. The structure was deemedraptete loss by CalFire engineers and was
demolished on August 9, 2017. The Camp currenttyghmobile kitchen unit with an operating cost of
approximately $2,000 per month.

Prado Helitack BaseThe Prado Helitack Base, located in San Bernar@dioonty in the Riverside
Unit, is one of ten helitack bases. “Helitack” msfdo helicopter delivered fire resources and is a
system of using helicopters to perform aerial fglefing. The helicopter and support vehicles as$ thi
base are currently stored outdoors since the b@s® bt have a hanger or garage facility. Persatnel
the base is using a mobile trailer as office sp&uee to space constraints, CalFire has additionally
obtained temporary use of the Chino Hills Fire iBtat

Perris Emergency Command Center (ECClhe Perris ECC was built in 2000 and is a twoystor
wood frame structure totaling 10,500 square feéie Perris ECC is the central dispatch for the
Riverside Unit and Riverside County Fire Departmantl is located at the CalFire Administrative
Headquarters in the City of Perris. The County feRside has experienced tremendous growth over
the last 17 years, increasing from 1.56 milliongdean 2000 to 2.19 million in 2017. Since 200G th
operations at the Perris ECC have outgrown thdtfaci

Staff Comments. CalFire has significant maintenance needs duedagfe of their facilities. Nearly
three-fourths of CalFire’s facilities were builtigr to 1950. In addition, many facilities were not
designed for the amount and type of use requiredhein today. Addressing the structural and
functional deficiencies of these facilities wouldlf support CalFire’s departmental operations and
improve their ability to effectively and efficiegittleliver emergency response resources.

Staff Recommendation Approve as budgeted.
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3840 Delta Protection Commission

Issue 43 — Great California Delta Master Plan

Governor's Proposal. The Governor’s budget proposes a one-time apjatogpr of $200,000 from
the Environmental License Plate Fund for consultamk to conduct planning for development of the
Great California Delta Trail Master Plan, consisteith Public Resources Code 85852 et seq., which
requires the commission to develop and adopt a folaa continuous recreation corridor, including
bicycle, hiking and water trails, around the Delta.

The commission also requests trailer bill langutmelarify that funding may be provided for the
planning and implementation of the trail using agdd approach.

Background. The Great California Delta Trail Master Plan SB 1556 (Torlakson), Chapter 839,
Statutes of 2006, required the commission to plah @&dopt the Great California Delta Trail (Delta
Trail). The Delta Trail would be an interconnectedional network of land and water trails extegdin
through the Delta, including the shorelines irfiakk Delta counties, and linking the San FranciBey
Trail system to the Sacramento River trails in Yatwl Sacramento Counties.

The network will support recreation and tourismfesaccess to community centers, parks, schools,
neighborhoods, businesses, transportation hubgaamsm facilities for bicyclists, pedestrians, and
people with disabilities; healthier lifestyles; appation of the Delta heritage, and appreciatibthe
natural and agriculture resources of the Delta.

The Delta Trail Technical Advisory Committeeln planning the Delta Trail, the statute requities
commission to establish a technical advisory conemjtmade up of representatives of appropriate
regional government associations, local jurisdidioand districts to review trail planning and
implementation. Additionally, the commission is éstablish a stakeholder advisory committee
representing groups concerned with environmentdlesmological protection of the Delta, agriculture,
and bicycling, walking, boating and other releveetreational activities to advise the commission on
the trail's impacts on and uses for committee merobestituencies. According to the commission,
there is currently no facilitator on the commissitaff at the level which could lead the technical
advisory committee required by legislation.

The Delta Trail Blueprint Plan. In 2010, the commission completed a Delta Traieprint Plan for
Contra Costa and Solano counties, which refleatscttnceptual outreach, feasibility, and planning
process in these counties. A Blueprint Plan focr&aento, Yolo, and San Joaquin counties is
currently underway on a part-time basis by onef giafson. To date, the commission has designated
approximately 50 miles (four segments in four Dethanties) of existing trail as segments of thet®el
Trail. According to the commission, staff does possess the expertise and skill needed to carry out
the detailed master planning required for the DEitl.

Staff Comments. Much of the Delta is currently only accessible mabor car. The envisioned
Delta Trail would allow for increased access araaation such as hiking and biking. Creating d tra
that connects five counties and integrates withe Francisco Bay Trail system and the Sacramento
River trails is a major undertaking. The requedteatls would help the commission hire a consultant
to assist with the master planning of the DeltalTra
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The governing statute requires the commission am pind develop the Delta Trail only if it secures
sufficient funds other than the General Fund far émtire cost of the project. Securing all of the
funding needed and making an accurate estimateedbtal cost is very difficult for any major proje
The trailer bill language revises this to instelohvafor a phased approach.

Staff Recommendation Approve BCP and TBL as proposed.
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3885 Delta Stewardship Council

Issue 44 — Critical Delta Science Investigation Erdmcement |

Governor's Proposal. The Governor's budget proposes a total of $2.5ignilin FY 2018-19 and
$477,000 ongoing (including $2 million one-timerfr&ELPF and $477,000 ongoing General Fund) to
fund critical science research and staff that sulbport science-based management decisions arid lega
expertise. Specifically, this proposal includes:

a) Critical Science Investigations: $2 million in etime funds from ELPF for DSC’s Science
Program (Science Program) to bolster critical ssseimvestigations aimed at supporting the
state’s coequal goals of ensuring a reliable watgpply and protecting, restoring, and
enhancing the Delta Ecosystem.

b) Adaptive Management Liaisons: $300,000 ongoinge&ai-und to support the work of three
senior environmental scientist positions curreb#yng funded on a limited-term basis (expires
June 30, 2018) as adaptive management liaisoig iB¢ience Program; and,

c) Senior Legal Counsel: $177,000 ongoing GenerallFaon one Attorney IV to provide legal
support for DSC related to grants and contractsimdtration, and compliance with CEQA,
and Public Records and Bailey-Keene Acts.

Background. The Delta Plan. The Delta Reform Act of 2009 created the Delta Srelship Council

and the Delta Independent Science Board. The Clbwasi directed to create the Delta Plan, a long-
term management plan for the Delta. The Delta Blawides guidance to state and local actions in
managing the Delta while furthering the state'sqoaé goal to: 1) improve statewide water supply
reliability, 2) protect and restore a vibrant arehlthy Delta ecosystem, and 3) enhance the unique
agricultural, cultural, and recreational charastess of the Delta. The council coordinates and
oversees the Delta Plan's implementation, whichadagpted in 2013.

Delta Policies and Management Must Be Based on &ce The Delta Reform Act also established
new requirements for the use of science in the ldpugent and implementation of all Delta policies
and management. The Delta Independent Sciencal Boaharged with reviewing the application of
science and the effectiveness of science pradticeaghout the Delta.

The Delta Science Program (DSP)DSP was established to develop scientific infaromafor the
state, Bay-Delta decision-makers, and stakeholdarsssues critical for managing the Bay-Delta
system. DSP considers funding scientific reseancheta critical component in establishing unbiased
and authoritative knowledge directly relevant toyfeelta actions. To date, DSP has funded 48
research grants totaling more than $27 million.

The Delta Plan adopted in 2013 recommended thatD8®& work with others to develop a
comprehensive Delta Science Plan “to organize atefjiate ongoing scientific research, monitoring,
and learning about the Delta as it changes oves.timfhe Delta Science Plan was completed in 2013
and is reviewed at least every five-years to ensanéinued relevance. The first review led by DSP,
scheduled to occur in 2018.

Staff Comments. The Delta Plan is central to California's effortsitnprove management of the
Delta, a region that is at the center of the stateter supply and suffers from various natural
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